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Are We Facing 


a Permanently 


Higher Price Level? 


By HAROLD 


B. DORSEY 


President, Argus Research Corporation 
Investment analyst cites war-created inflation “frozen” into eco- 
nomic structure in 1920’s, evidenced by commodity price level 45% 
above prewar, and by stock prices 210% above previous high. 
Declares present inflation potential is even more powerful, mainly 
because of much higher wage costs and farm commodity price 
legislation. Concludes these factors will outweigh labor difficulties 


in motivating permanently higher 


stock price levels. 


The many comparisons of the recent stock price pattern with 
the commodity price deflation period of 1920-21 are incomplete in 





American Bankers Association 
Holds 72d Annual Convention 


After lapse of two years, convenes at Stevens Hotel in Chicago, Sept. 23-25. 
C. W. Bailey, elected President for ensuing year and Joseph M. Dodge, Vice- 
President. Treasurer, S. Albert Phillips, is reelected. Other officers and division 


officials chosen. 


Adopt resolution urging that Federal expenditures be held to 


absolute minimum and tax program evolved which will encourage individual 
initiative and private enterprise. Secretary Snyder’s address, others given herein. 


At the 72nd Annual Convention held at the Stevens Hotel, in Chicago, beginning 
Sept. 23, C. W. Bailey, President of the First National Bank, Clarksville, Tenn., was 


elected President of the American Bankers Association. 





many respects & 


v but one omis- 


sion that is 
more serious 
than any of 
the others is 
the failure to 
comprehend 
the sig nifi- 
cance of the 
commodity 
price action in 
its broad per- 
spective. 

Of vastly 
greater im- 
portance than 


Harold B. Dorsey the 43% de- 





: ; cline in com- 
modity prices and the 41% decline 


in stock prices in that period was Ff 


the fact that, in the eight years 
following, commodity prices held 
at a level some 45% higher than 
the prewar range and stock prices 
rose 210% above the highest pre- | 
vious record and 420% over the) 
1921 low, preponderantly influ- 


(Continued on page 1820) 


INDEX 


For detailed index of 
contents see page 1779 








Vacuum Concrete 
Aerovox Corp.* 
Havana Litho. Co.* 


* Prospectus on request 


HIRSCH & Co. 


Successors to 
HIRSCH, LILIENTHAL & CO. 
Members New York Stock Exchange 
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HAnover 2-0600 Teletype NY 1-216 
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Nuernberg Today 


By HERBERT M. BRATTER 
Special Correspondent of the “Chronicle” 


Correspondent reports industrial damage from war bombing consid- 


able. 


Rubble being cleared away and business slowly reviving— 


chiefly in reconversion of ingenious toy manufacturing at 25% of 
prewar capacity. Potential competition in other items, as type- 
writers, feared by British. Raw material imports, particularly 


brass and tinplate, badly needed. 


Taxation confiscatory. 


NUERNBERG, GERMANY-—Standing by the remains of an lith 
century chapel which crowns an eminence known as the Burg, one 


commands 
magnificent 
view of 
Nuernberg, 
the “old city” 
and the new. 
Surrounde d 


by a centuries | 


old wall, old 
Nuernberg 
was a mu- 
seum-piece of 
a city. But 
one cold 
morning early 
in January 
1945 came 
the air attack, 
and in an 
hour the Altstadt was no more. 
Now one sees only here and there, 
by the skeletons of churches and 


Herbert M. Bratter 
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an occasional surviving timbered 
dwelling, a suggestion of what this 
Medieval municipal masterpiece 
once resembled. Albrecht Durer’s 
statue still stares unperturbed, but 
his now groggy house “stands on 
one leg,” as do so many of the 
veterans one sees on German 
streets today. 

Beyond the ruins below one’s 
glance surveys the horizon in the 
direction of the great stadium. 
There. where, Hitler used to mo- 


bilize hate, today one can see the 
sports of the West, played by men 
of the New World. This was the 
city where Der Stuermer ranted. 
Last week Julius Streicher bit 
(Continued on page 1831) 
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He was advanced from Vice- 


President, in which capacity he has served for the past year. 


Cc. W. Bailey 


Joseph M. Dodge 


S. Albert Phillips 


Mr. Bailey was born in Clarksville, Tennessee, and 


educated in the public schools. there. 
ployed by the First National@ 


Bank of Clarksville in 1904 as 
Assistant Cashier; he was elected 
Cashier in 1908, and he became 
President in 1920. He is also 
President of the Southern Trust 
Company of Clarksville, He served 
as President of the Tennessee 
Bankers Association 1929-1930; 
was Chairman for several years 
of the agricultural committee of 
the Tennessee Bankers Associa- 
tion, and was in that position 
when the Tennessee bankers first 
achieved the 1,000 point rating of 
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He was first em- 





the Agricultural Commission of 
the American Bankers Associa- 
tion. 

During the past two years, Mr. 
Bailey was Chairman of the Agri- 
cultural Commission of the Amer- 
ican Bankers Association. He has 


(Continued on page 1827) 
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20 Pine Street, New York 5 
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Rising Prices Chief Threat to 
Economic Stability: Steelman 


Director of OWMR says beginning of second year of peace holds 


both great promise and great danger. 


Holds unless runaway prices 


are prevented, it will be difficult to stabilize production and employ- 


ment. 


Asserts most salutary action for business is to reduce prices 


without reducing wages, and that government has four fold anti- 
inflation program comprising: (1) direct price controls and sub- 
sidies; (2) wage stabilization; (3) anti-inflationary fiscal and 


monetary policy; and (4) production controls. 
wages have been kept down by rising prices. 


approves report. 


Concludes real 
President Truman 


Dr. John R. Steelman, Director of War Mobilization and Recon- 
version in his quarterly report entitled ‘““The Second Year of Peace,” 





characterized © 

the present demand, backed by large purchas 
economic situ— ing power-——in part the income of 
ation as “of earlier periods—entering the mar 


great promise 
and of great 
danger.” 
Though we 
have, he says, 
“an opportun 

ity to move 
forward to 
higher levels 
of real income 
than any na-— 
tion has yet 
achieved,” we 
are faced with 
the threat that 
“we will be unable to shift from 
the present situation where de 
mand exceeds supply to one where 
demand and supply are in approx- 





John R. Steelman 


| rapid 


ket in an effort to obtain goods 
and services. This pressure has 
been the chief fuel of our advance 
since VJ-day. 

As long as we were able to keep 
prices reasonably stable, this in 
flationary force drove our econ 
omy forward at tremendous speed. 
We have made an extraordinarily 
turn-around from. all-out 
war, and have reached our pres 
ent high level of peacetime activ 
ity with relatively little disiloca 
tion and suffering. This is true 
notwitstanding labor-management 
disputes and shortages of mate 
rials and component parts. It is 
true for the economy as a whole 
by any measure that we use—em 


imate balance, without falling to | ployment, unemployment, total in- 


a point of equilibrium on a far|come payments to 


lower level of income and produc 
tion than we now have.” The 
great obstacle to stability, 
Steelman holds, is “further rapid 
increases in prices.” 

Excerpts of the outstanding por- 
tions of Dr. Steelman’s report fol- 
low: 


Production and Employment 

In the first year of peace, the 
dominant economic force has been 
the pressure of a large volume of 





American Overseas 
Airlines 


Bought—Sold—Quoted 


Members 
New York Stock Exchange 
New York Curb Exchange 
120 BROADWAY, NEW YORK 5 
Tel. REctor 2-7815 














Our 


“Special Situations” 
Department 
fs maintained for the accumulation 


or placement of large blocks of 
Over-the-Counter Stocks and Bonds. 


Members N. Y.. Security Dealers Assn. 
37 Wall St., N.Y. 5 Hanover 2-4850 
Bell Teletypes—NY 1-1126 & 1127 


reene ae ompany 








individuals, 
profits or production. 
Civilian employment, following 


Mr.| VJ—day, remained at about 51 mil 


lion for several months, then ad 
| vanced to 58 million, an all-time 
| high for war or peace. Jobs have 
| been found for 10 million return 
| ing servicemen and women, and 
total civilian employment in Au 
| gust of this year was close to 9 
| million above the same month in 
| 1940. 

| Unemployment in August was 
|2 million. It never exceeded 2.7 
| million during the low point of 
cur postwar transition; 8 million 
workers were unemployed in Au 
gust, 1940. 

Income payments to individuals 
now total about $167 biliion a 
year, the highest they have ever 
been. 

Business profits, after taxes, are 
at the highest point in history, in 
spite of the fact that, in some re- 
conversion industries, profits are 
low because of low volume of fin 
ished output. 
| Farm income has risen to an all- 
| time high and farmers have never 
| been in so liquid a position. 


(Continued on page 1819) 
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BROWN COMPANY, Common & Preferred 
BULOLO GOLD DREDGING 
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Canadian Securities Dept. 


GOODBODY & Co. 


115 BROADWAY 
Telephone BArclay 7-0100 


Members N. Y. Stock Exchange and Other Principal Exchanges 


NEW YORK 6, N. Y. 
Teletype NY 1-672 


The Future of 


By A. C. 


will benefit, but collateral uses 


has followed, 


Atomic Energy 


KLEIN* 


Engineering Manager, Stone & Webster Engineering Corporation 
After reviewing progress and status in developing atomic energy, 
Mr. Klein holds task of converting it into electricity can be com- 
pleted in three years, but whether it will be “cheap” will require 
years of experience to demonstrate. Says only largest producers 


of isotropes and other materials 


will have a profound effect on future of engineering and industry. 
1. Introduction 


No one who has been present at the detonation of an atomic 
bomb, and who has witnessed the awe-inspiring devastation that 


a. 





can have any 
doubt that we 


1ave just 
turned over a 
leaf in the 
Seok which 
-ecords the 


Progress of 
civilization, 
The new page 
night proper- 





ly be cap- 
ioned “The 
Atomic Era.” 
Today, except 
for a few 
smudges, it is A. C. Klein 
a clean page 


on which we may write a history 
of the attainment of peace and 
plenty or, upon which, God forbid, 
we shall write the history of the 
greatest holocaust that mankind 
has ever known. 

Personally, I believe it will be a 
record of the attainment of peace 


we can not lightly proceed on the 
assumption that this will be so. 
Eternal vigilance alone will safe- 
guard us against false steps that 
may set off a new conflagration. 
The most certain way we can pre- 


for military destructiveness is to 
hasten the improvement in stand- 
ards of living throughout 
world. To that end, the utmost 
efforts On the part of engineers 
and industry must be directed to 
the development of atomic energy 
for the generation of low cost 
electric power so that the peoples 
of the world may be assured free- 


mankind acted to promote war. 


tion, Adequate power for fer- 


power for farm 


ture and freedom 
and famine. 


from hunger 
Adequate power for 


portation spell freedom from in- 





chanical Engineers, Boston, Mass., 
Oct. 2, 1946. 


and of its manifold benefits, but | 


vent the use of the atomic bomb | 


the | 


dom from the causes which have | 
always throughout the history of | 


Power is the index of civiliza- | 
tilizers, power for irrigation and | 


machinery to-| 
gether spell a prosperous agricul- | 


mines, for factories, and for trans- | 


* Address by Mr. Klein at meet- | 
ing of American Society of Me- | 





Boston & Maine R.R. 


Stpd. Pfds. 


Hotel Waldorf-Astoria 
Northern New England 
Title Guarantee & Trust 
United Artists Theatre, Inc. 


Oreene oiCompany 


Members N.Y. Security Dealers Assn. 
37 Wall St., N. Y. 5 HAnover 2-4850 
Bell Teletypes—-NY 1-1126 & 1127 


dustrial slavery and low living 
standards and, incidentally, ade- 
quate power for household uses 
will go far toward insuring do- 
mestic peace. 

Let us at this point pause for a 
few minutes to see where we 
stand today in our journey along 
the road which leads to atomic 
energy utilization. 
|2. Present Status of Atomic Energy 
A. Status on V-J Day—Between 
| July, 1942 and July, 1945, there 
| was expended in the construction 
j}and operation of atomic bomb 
| facilities a total of over 2 billion 
| dollars. For this expenditure we 
|}accomplished the following: 
(Continued on page 1825) 
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What’s Ahead for 
a|\Mortgage Investment? 


By RAYMOND RODGERS* 
Professor of Banking, New York University 


Noting yields on mortgages have gone down and risks have gone 
up, Dr. Rodgers predicts there will be no substantial increase in 
the interest rate, and present real estate values are not likely to 
be maintained. Holds readjustment is overdue since excess produc- 
tive capacity and higher prices accompanying operating deficits 


for business do not make sense. 


Says long range outlook for real 


estate values is not good and cautions mortgage lenders to require 
rapid amortization of loans as factor of safety. Sees more public 
housing in future and asserts that, though we are riding on crest 
of greatest boom, the price structure is vulnerable. 


Evaluation of any investment involves a consideration of the 


income and risk. 
years. The 
rates on mort- 
gages have 
been no ex- 
ception to the 
general rule. 
But, while the 
yield on mort- 
gages has gone 
down, down, 
down, the risk, 
as measured 
by increased 
valuation, has 
gone up, up, 
up. This, in 
a nutshell, is 
the paradox of 
mortgage 
lending. It is not too much to say 
that the very future of mortgage 
lending as we know it depends 
on the solution of this problem. 


Obviously, the greatly reduced 
margin of profit available to the 
lender under the prevailing low 
interest rates does not warrant 
the assumption of increased risk; 
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Raymond Rodgers 





*An address by Prof. Rodgers 
before the 33rd Annual Conven- 


Interest rates, in general, have declined in recent 
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| but that is exactly what the com- 
| petition of capital pressing for in- 


'vestment is forcing upon lenders. 


|The twofold character 





of this 
danger must not be overlooked. 
Thus, the housing shortage has 
drastically increased the market 
value of houses; but, in addition 
to this market increase, the mort- 
gage “shortage” has drastically 
increased the appraisal value 
which lenders will recognize. 


Mortgage lenders recognize the 
inherent danger of reduced re- 
turn and increased risk per dollar 
of investment. But many lenders 
do not recognize all of the risks. 
Still other lenders, under the driv- 
ing force of competition, tend to 
minimize the risk—to substitute 
wishful thinking of the “New 
Era” type for the grim realities of 
economics. Today, I propose first 
to analyze the pertinent economic 
factors, and then to suggest mort- 
gage lending policies under such 
circumstances. 


The Rate of Return 
The question of rate of return 











tion of Mortgage Bankers of | Can be disposed of in short order. 

America, Cincinnati, O., Oct. 2, There will be a much stronger de- 

1946. (Continued on page 1816) 
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“Just Put ‘Satisfactory’ on Her Application, Johnson, and 
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World Trade Not Obstructed By 


Local Socialism, 


Insisting that Britain will push 


Declares Dalton 


international trade aims, Chair- 


man of Fund and Bank and Chancellor of Exchequer points 
to New Dealism here. Sterling revaluation not intended. Denies 


British sales of U. S. securities 


as cause of stock break. Cites 


Britain’s postwar export revival, and mutual advantages of Anglo- 


American Loan Agreement. 


The planned economy of his country’s Socialist Government will 
not obstruct international measures for expanded world trade, Hugh 
® 


Dalton, Great 
Britain’s 
Chancellor of 
the Exchequer 
and newly 
elected chair- 
man of the 
International 
Bank and of 
the Interna- 
tional Mone- 
tary Fund, in- 
sisted at a 
press inter- 
view Oct. 4. 
Sir Hugh 
pointed to 
the TVA and 
other  social- 
istic measures in the United States 
to support his position that do- 
mestic regimentation and inter- 
national liberalism are not mu- 
tually exclusive. 


Questioned further on the inci- 
dence on United Nations’ aims of 
Russia’s aloofness from the Bret- 
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ton Woods institutions aad from 
the International Trade Organiza- 
tion, the British official declared 
that present plans would be vig- 
orously pursued nevertheless. 


Sterling-Dollar Revaluation Not 
Contemplated 

He reiterated his country’s posi- 
tion of having “no present inten- 
tion to vary the relationship of 
sterling and the dollar,’ despite 
the penalty on British importers 
because of the rising American 
price level. 


Discounts British Selling of U. 8. 
Securities 


Questioned as to the statement 
by Sen. Owen Brewster, Repub- 
lican of Maine, ascribing partial 
responsibility for the stock marke 
break to British sales of American 
responsibility for the stock market 
securities, the Chancellor replied: 


(Continued on page 1826) 
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Inflation, Interest Rates 
And Investment Policy 


By MURRAY SHIELDS* 
Economist and Vice-President, Bank of the Manhattan Co. 


Economist expects post-reconversicn years will embrace high physi- 
cal production, intensified competition entailing higher business 
mortality, prices higher than in 1930’s, and anti-inflationary mone- 
tary policies. For investment policy he recommends: (1) Emphasis 
on quality and diversification of risk; and (2) staggering maturi- 
ties in bond holdings, with avoidance of speculation in long-terms. 


After 12 years of a buyers’ market for credit, we appear now to 
be moving toward a sellers’ market, which would have profound 
implications ® 
for the users 
as well as the 
suppliers of 
long and 
short - term 
credit. It is 
my purpose 
here to chart 
out roughly 
some of the 
changes _ that 
appear to be 
in the making 
and then to 
discuss briefly 
what they 
suggest as to 
investment 
policy. 

The complex forces which af-|— 
fect interest rates comprise the *An address by Mr. Shields be- 
whole range of our economic life,| fore the American Life Conven- 
including not only the factors | tion; Chicago, Ill., Oct. 8, 1946. 


Britain and Bretton Woods 


By PAUL EINZIG 


Dr. Einzig calls attention to change of British feelings toward Bret- 
ton Woods institutions and resentment against use of their services 
by British Government. Holds this sentiment has changed, because 
of theory that if Britain, as member of Bretton Woods institutions 
does not borrow from them, she will be actually lending her funds 
when she cannot afford to do so. Says Britain is in no position to 
indulge in foreign lending. 


LONDON, ENGLAND—tThere are indications of a change of 
British feelings towards the Bretton Woods system. Until recently 
it was con-® 
sidered by the | of which, it is felt, are reserved 
majority of|for second-rate countries. This 
the public as| attitude originated between the 
an unmiti-|two wars when it would have 
gated evil, and | been considered beneath the dig- 
the way in|nity of countries such as Britain, 
which it was| France or Italy to borrow through 
forced upon|the League of Nations or the 


this country! Bank for International Settle- 


caused de€eP!| ments. The two Bretton Woods 
resentment. In 


official circles | institutions are now regarded in 
that resent-| the same light, as the ultimate 


ment became] reserve of the semi-bankrupt 
accentuated countries. 


car seaaee (Continued on page 1805) 
ence of Savan- 
nah, where the British delegates 
felt they were treated with the 
utmost contempt. 

One of the manifestations of 
that resentment was the decision 
that Britain should not make use 
of the facilities of the Inter- 
national Monetary Fund or of the 
International Bank for Recon- 
struction and Development. There 
is, however, also another reason 
for this decision. 


It is considered in London a 
matter of prestige that Britain 





which are subject to quantitative 
measurement but many where 
qualitative considerations must 
be our guide. For example, the 
demand for credit is only par- 
tially measurable, the supply of 
funds is subject to varying de- 
grees of elasticity, and the risk 
factor for which allowance is 
made in quoted rates is vital but 
not subject to precise measure- 
ment. While we must make every 
effort to organize our thinking 
around the statistics of supply 
and demand for credit, it would 
be a serious mistake not to give 
adequate weight to the psycho- 
logical factors comprising the be- 
(Continued on page 1822) 
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Observations .... 
By A. WILFRED MAY = 


International Word-Slinging 


Conforming to the public’s growing interest in clarifying ‘the 
meaning of meaning,” the semanticists might well devote their ex- 
clusive effort toward stopping the gross misuse of language as ap- 
plied to international affairs. Imperialist, Isolationist, Appeaser, 
Aggressor, Liberal, are a few of the terms whose 
intended meaning fluctuates ad hominem with 
the emotions of the user, and is stripped of all 
objectivity. 

Take the cliche imperialism, with which 
Mr. Wallace, Elliott Roosevelt, et al., denounce 
Great Britain, and with which charge the Political 
Action Committee is urging the populace to fire a 
mail barrage at the President and the Congress. 
Its spokesman, Mr. Wallace, first pleads for the 
division of the world into distinct self-contained 
orbits, with Russia and ourselves ruling our re- 
spective spheres cf influence side-by-side. He 
argues at great length the fairness of letting Rus- 
sia dominate the Balkans and Eastern Europe, 
and of our controlling Latin America—but then 
goes on to vituperate against Britain for wanting 
to participate in the Mediterranean and Middle 
East, (And this when the British are clearly and 
sincerely endeavoring to terminate their long-standing arrangements 
in India and Egypt.) So he really means: Imperialism for whom? 

% * = 

Directly allied to this literal double-talk is the typical obfusca- 

tion about isolationism which is continually injected by the pseudo- 























A. Wilfred May 





Liberal gang. In the face of their anti-isolationist epithet-hurling 
before and during World War lI, it is they who have now wheedled | 
themselves into the exact category which they formerly denounced. 
In his “Sermon on the Mount” of New York’s Madison Square 
Garden, Mr. Wallace, the group’s voluble and ubiquitous leader, 

clearly revealed his conception of the world as that typical of an | 
“arch-isolationist.” Although former America-First haters, he and | 
his fellow-agitators now almost exactly duplicate that theme by | 
stressing that what goes on ir large sections of Europe including | 
part of Germany—is none of our business, by demagogically pleading 
to “bring the boys back home,” and by throwing the outworn | 
tomatoes at the British scapegoat. 

ae oo as 8 





Appeaser is another anti-semantic epithet conveniently flung 
about to camouflage individual ideology. Epitomized by Neville 
Chamberlain, the many loyal Britishers and Americans who wish- 
fully thought that World War II could be averted or abbreviated, were 
mercilessly castigated as disloyal, Fascist and/or anti-Semitic. But 
now the former hurlers of these epithets themselves are the rein- 
carnated pacifists, abusing the present opponents of dictatorshin and 
lawless aggression as warmongers. And this somersaulting in the 
appeasement role is howhere more strongly demonstrated than by 
Stalin himself. At the time of Munich in 1938, Moscow and the 
world’s “liberal” press launched an avalanche of attack against Mr. 
Chamberlain for his “cowardly surrender” of the world’s liberty- 
loving people. But just a year later in August, 1939, in making their 
pact with Hitler that set off the conflagration, the Russians placed 
the responsibility for war on “imperialist” England and conversely 
saw fit to denounce her for not appeasing. The later 1941 triple- 
reverse back to anti-appeasement and war by the Stalin-Molotov 


(Continued on page 1830) 
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NY Group of IBA to 
Hold Annual Meeting 


The New York Group of the In- 


jy, vestment Bankers Association will 


hold its annual business meeting 
on Oct. 15 at the Hotel Pierre, 
New York City. The meeting will 
be followed by a dinner. 


Principal speakers will be Rob- 
ert Cutler, President of the Old 
Codfny Trust Company of Boston, 
and Charles S. Garland, Alex. 
Brown & Sons, Baltimore, presi- 
dent of the IBA. 


Wickliffe Shreve, Hayden, Stone 
& Co., New York City, is chair- 
man of the dinner committee. 
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Milo Osborn Now With | Some Wall Street Bankers Believe Events of (Ei gywy Far Can We 


Paine, Webber Firm Next Few Months Will Determine Stock Trend . 
(pea! ee By EDMOUR GERMAIN Protect the Investor ? 


DETROIT, MICH.—Milo O. Os 














born has become. associated with| Two factors are seen as the dominant influences affecting current By JOHN F. HUENI* 
Paine, Webber, Jackson & Curtis, treids in the stock market. One of these is the disturbed labor Deputy Commissioner, Michigan Corporation and 
 nguerrr yee, en she UL situation. Practically all the analysts are agreed on this point. iis Se eyprin in Commission i « 
Ordnance Department. Prior there It is the strike itself and not necessarily the demands of the ichigan Securities Commissioner holds State Securities Adminis- 
to he was Manager of the munici strikers which upsets the economy, they hold. The other factor—as trators must avoid: wet-nursing the investor, stifling free enter- 
pal department for Cray, McFawn one banker put it—though the war has been over a year, peace does prise, meddling with corporate management functions, and gazing 
& Co. t | not yet exist in the world, notably on the continent of Europe. into crystal ball. Qn the other hand, to help inexperienced in- 
According to this banker, though war may not break out with vestor, regulatory commission ntust go beyond merely insuring full 
BALTIMORE Russia there will probably be a succession of international crises disclosure and stopping actual fraud—by scrutinizing the follow- 
that will retard any return to normalcy in business. ing elements: warrants and options to management and under- 
Bayway Terminal Same Wall Street banking circles believe that the stack market |. W"® “bail-outs” of insiders, vendors’ profits, excessive selling 
Monumental Radio has reached a sort of fork in the road, so to speak, and that the course prices, unwarranted salaries, and voting power infringements. 
Davis Coal & Coke wilienend steed ws. Myth its way to retail outlets before the cones fy ere taste ee ciaarine tk Raped peso — the in- 
events of the next few months. By | situation can change materially. | ; i Pag? i © ypes of securities 
Cc. A. Reed aws orce. 





December, they think, the trend of | Another view, however, is that 
the market should be fairly defi-| basic trends Re nrg oe ag tee 
Noxzema Chemical nitely established. | prices are not bad at all now bu ities 
Though the market has given| that unless ~e — market 7 eps Ree ee 
some evidence of having reached | acts positively to the rising index ey 
STEIN BROS. & BOYCE a kind of bottom in prices, never-| of department store sales _very - esters ye 
geste tes te ee theless the belief is widespread | soon the economy really is sick. 
6 S. CALVERT ST., BALTIMORE 2 || 2™0ng the bankers that a further; A third view is that there are 
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Seuuteiie’ tattiied Girdler Corporation advised a customer to buy in| ‘try laws. In these 35 states, an| state the law comes right out and 
Murphy Chair Company weeks. Another, claiming to be application must be filed and the} says the security must show 
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du Pont, Homsey Co. Winn & Lovett Grocery yeaa Pigg Mg = Sree and, except in notification pro-| the investor. Thus, we have trav- 
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stantial rise but is convinced that cedures, affirmative action must/ersed from fraud into a twilight 


31 MILK STREET under the impact of declining be taken by the state body before! zone where the proper path is 








BOSTON 9, MASS. THE co. : the securities may be sold to the| more difficult to follow. In short, 
HANcock 8200 Teletype BS 424 —— BANKERS BOND —- Tl (Continued on page 1844) public. What are these tests? ‘the legislatures of 31 states have 
porated : 
N. Y. Telephone CAnal 6-8100 | As might be expected, 32 of| apparently attempted to do more 
ist Floor, Kentucky Home Life Bldg.|| | wt oe Te and a aang" srotect their invest 
LQUISVILLE 2, KENTUCKY ST. LOUIS these 35 regulatory laws mention|than to protect their investors 
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a There are certain dangers pres-~ 

















* An address by Mr. Hueni be-| ent when a securities administra- 
New England Markets PHILADELPHIA fore the National Association of\tor refuses to qualify an issue on 
; Securities Administrators, New! grounds which might be difficult 
Retail N England Cov : : 7 ? : ‘ 
; nrg sd = ce Gruen Watch Company S Trix & Co. York City, Sept. 27, 1946. t (Continued on page 1813) 
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w Present Status of BROKERS and DEALERS not be required on all classes of issues; that investment functions 
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lowa Municipal Send tiguists atin | ’ and new situations in capital market. 
Established 1608 Early in 1943, Brookings Institution decided that business finane- 
Bonds W. H. CHILD, INC. ing in the postwar period was wy od to be important. There would 
Members Salt Lake Stock Exchange | probably con-— . , ; 
UITABLE BUILDING H. M. Byllesby & Company BROKERS stitute one of tional economic committee. 
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, Telephone Teletype Teletype SU 67 Phone 56-6172 | should give business in general, should not re- 
Rittenhouse 6-3717 PH 73 — advance at-— Be wy Rs. Pipe ection, ous 
tention. Thus, rather, it should prepare itself for 

DETROIT SPOKANE, WASH. the study got a growing period of usefulness. 
under way. We started our study by turn- 
Electromaster, Inc. eos eee ee eee an metind tx 1918. to aah 
Prospectus furnished on request fis looked into period. aioe 6 _ w 1 
Scranton Electric Co. EN Sie ENE a the situation, 1921. The ovidanee ve tom 
Sh ll ; or Quotes call TWX Sp-43 on Floor the more we there led the authors lo be ieve 
e er Pennsylvania of Exchange from 10:45 to 11:30 began to feel that important as is increasing 
Manufacturing Corp. Power & Light Co. «io «Cet eee ppis “of” prapueline 29° 0 :Ce- 
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‘ (Continued on page 1828) 
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Some Aspects of 
Investment Banking 


By E. ALLEN 


} 


MacDUFFIE* | 


Formerly With Securities and Exchange Commission, New York City | 


Stating functions of Investment 


(2) underwriting; and (3) distribution, Mr. MacDuffie stresses 
proper distribution in securities marketing. 
tion of underwriters is ability to gauge market and urges that issues | 
be properly placed and not absorbed by “free riders.” Says SEC, 


in processing registration statem 


writer as well as investor, and advises making sure of facts as well 


as strengthening a corporation’s 


after the financing you will be proud to hear the name of the cor- 


Banking as: (1) organization; 


Holds important func- 


ents, protects issuer and under- 


organization, “so that five years 





poration which obtained capital funds through your firm.” 


Now that people are clamoring for meat rather than new secur-| official said: 


ities issues, we have an opportunity to calmly appraise the past 12 


months’ se- 
curities busi- 
ness. Such ap- 





praisal may 
guide our 
future activ- 
ities. 

The past 
has been a 
hectic period 
of extremes. 
We have 
seen new is- 
sues being 
sold at pre- 
miums of as 
much as 20 


points on the 
day of the of- 
fering. Persons who knew little 
more than the name of the issu- 
ing corporation bought new issues 
at premiums even while com- 
plaining they could not buy at the 
How many times 


E. Allen MacDuffie 





®An address by Mr. MacDuffie 
at Dinner Meeting of the New 
York Security Dealers Associa- 
tion, Oct. 8, 1946. Mr. MacDuffie 
is a member of the law firm of 
MeLanahan, Merritt & Ingraham, 
New York City. 





Bull or Be 


By ROGER 


Mr. Babson holds it is teo soon 
bull or bear market, and ascribe 
scare; arbitrary and unreasonab 
market; and possible bombing 


> 





| did you think the situation was 
| like the ’20s? 

| In addition to the many old 
|approaches that were dusted off 
and used, the situation was like 
the °’20s in some fundamental 
/respects. First—the abundance of 
| money seeking investment made 
‘it possible to dispose of issues 
within a very short period. Sec- 
|'ond—the risk of having to carry 
'an unsold issue was greatly re- 
i'duced. Third—as a result of the 
|easy money market there was in- 
'creased competition in the invest- 
ment banking business. Not only 
were new investment, houses or- 
ganized but the field of invest- 
ment banking was invaded by se- 
curities firms that/heretofore had 
been only dealers. 

The dealers, with their ability 
to gauge markets, had initially 
more experience in the securities 
business than some cther firms 
prior to their entry into the jin- 
|} vestment banking business. For 
|example, Lehmans were in the 
cotton trade and J. & W. Selig- 
| man were in the mercantile busi- 
iness. They also moved into this 
new field of investment banking 
(Continued on page 1829) 


ar Market? 


W. BABSON 


to determine whether we are in a 
s recent decline to a communistic 
le demands of labor; thinness of 
of certain large American cities. 


Urges small investors be protected in same way government pro- 


tects small bank depositors. 


Letters and telegrams are coming to. me a 
or “bear’’ 
like asking an@ 


country is now in a “bull” 
expectant 
moo £ hh. ee 
whether she 
is to have a 
boy or a girl. 
The simple 
truth is that 
the break has 
not sufficient 
ly advanced 


Say whether 
this is a bull 
or a bear mar 
ket. Anyone 
could guess 
and many 
will guess cor 
rectly; but it is not up to a statis- 
tician to guess about anything. We 
may be in a bear market or this 
may be only a corrective move 
ment in a bull market. 


Break Not Unexpected 

In previous weeks I have been 
Suggesting that this break would 
come and have given various rea- 
sens for such a situation. If 
readers will refer to my Annual 
Forecast for 1946 they will find 
that Forecast Number 32 reads as 
follows: 

“If Stalin lives and his health 
eontinues good, he will be the 
world’s most powerful man in 
1946 and may be a factor in de 
terning world prices as well as 
production. The markets may 





Roger W. Babson 


to be abie to| 


whether the 
is a good deal 


isking 


This 


market 





even wiiness a ‘Communistic Scare’ | 


during 1946; but they should re 
cover soon thereafter.” 

Those who trusted in me and 
followed these Annual Forecasts 
should have been prepared for 
what has happened. 

In addition to the present break 
being a Communistic Scare, 
was due to the arbitrary and un- 
reasonable demands of labor. The 
break really started with the rail— 
|road strike and President Tru- 
| man’s veto of tne Case Bill. It 
was especially disastrous during 
| the trucking and shipping strikes 
in New York City and which 
nearly put its newspapers out of 
business. Readers who lived in 


(Continued on page 1816) 
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British-U. S. 
““Marriage”’ 
In Germany 








| 


| 


¢| ener the Nazis quite a black- 
it | 


(Exclusive to the “Chronicle” ) 


Merger of U. S.-U. K. zones by 
Jan. 1 will overcome many eco- 
nomic problems. Will entail bet- 
ter allocation of coal and 
increased mine: output. 


BERLIN, Germany.—Interview- 
ed by the “Chronicle” on prob- 
lems and advantages of the 
economic merger of the British 
and American zones, an American 


“To a considerable extent the 
overall economic problems posed 
by the zonal division of Germany 
will be met by the ‘marriage’ of 
the British and American zones, 
through the better allocation of 
coal and increased mine output. 
The merger will make possible in- 
creased rations in the British zone. 

“At present both Britain and 
America are contributing to the 
support of their zones of Germany. 
In our zone Congress cut our con- 
tribution for this fiscal year to 
around $120,000,000. The UK has 
an appropriation of £ 100,000,000, 
but this is reduced by the amount 
of German exports from the Brit-— 
ish Zone, so that Britain’s net con 
tribution is considerably less than 
the figure mentioned. American 
practice is to credit to a special 
fund the proceeds of exports from 
the American Zone. 

“The merger of the two zones 
should be fully in force by Janu 
ary 1, but cannot be expected to 
be completed before that, since the 
British are tied up with the so- 
called Spartan Plan, involving de— 
tailed economic planning accord-— 
ing to end products, as contrasted 
with the American system of plan- 
ning rather according to basic 
commodities. The detailed plan-— 


ning involved in th€Spartan-Plan|j 


is more a security than an eco- 
nomic measure. 


“Our main contribution to the 
bizonal merger is food. We have 
put in some of our military stocks 
of food. Besides, the American 
Zone has the larger agricultural 
area of the two, though it is not 
self-sufficient in all foods. For 
example, we authorized the sale 
of some cattle to the USSR’s Zone. 
German businessmen in our zone 
on the other hand bought sugar 
from the Russian Zone. Under the 
bizonal ‘merger there will be a 
common ration policy along the 
lines of the four basic points set 
forth in the September 5 press re 
lease. 

“While we can contribute to the 
merger chiefly food, the UK zone 
can contribute coal and _ steel 
needed in the U. S. Zone, which 
has many processing industries. 


market activity developed in Ba- 
varia in the manufacture of ci- 
vilian goods. The resultant ca- 
pacity and knowhow still exist 
and will now be very useful. This 


(Continued on page 1830) 
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Radio: Past 


world peace. Sees possibility of 
gardens and controlling weather. 


heights of greatness far surpassing 


and Future 


By BRIG. GEN. DAVID SARNOFF* 
President, Radio Corporation of America ; 


Gen. Sarnoff, in recounting achievements of radio, predicts further 
vast expansion in its progress and usefulness. 
ment to freedom of science and scientists. 
rible weapons in war, and cautions against complacency, urging 
that we keep strong, morally and physically. 
science are boom to world peace and concludes we must, with 
courage and vision, continue unceasing exploration not only in 
physical sciences, but also in political and social sciences to secure 


Ascribes advance- 
Foresees new and ter- 


Says advances in 


science converting deserts into 


The achievements of radio, from 1906 to 1946, have reached 


any dream that anyone of us had 





in the begin-® 
ning. 
wonders ac- 

complished 

represent the 

combined} 
vision, energy | 
and ingenuity 
of countless 
scientists and 
engineers, 
planners and 
industrialists. 
Through their 
efforts, new 


radio inven- 
; tions and 
Gen. David Sarnoff services have 


emerged for 
the use of people everywhere. 
The applications of radio are so 
manifold that virtually all phases 
of economic, social and educa- 
tional life have been benefited by 





*An address by Gen. Sarnoff at 
dinner commemorating his 40 
years in radio, New York City, 
Sept. 30, 1946. 





Theyjits magic. 


The American radio 
industry’s splendid record of ac- 
complishment, in peace and in 
war, is worthy of the finest tra- 
ditions of our country. 

The aid, encouragement and co=- 
operation of the Army, Navy and 
government scientific agencies de- 
serve the fullest recognition. It is 
difficult to over-estimate the con= 
tributions of the military and 
naval laboratories and govern=- 
ment scientists to the advance of 
radio and electronics Likewise 
the Federal Communications 
Commission is to be complimented 
for its efforts to expand the great 
service of broadcasting, to ad- 
vance world-wide radio communi- 
cations, for the encouragement 
given to American radio amateurs, 
and for helpful assistance in ex= 
tending radio into new fields such 
as aviation and television. 

As I look around me tonight, I 
see distinguished leaders of com- 
peting organizations who have 

(Continued on page 1814) - 
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OFFERINGS WANTED 





Allerton N. Y. 3-6s 1955 W. S. 
Beacon Hotel 2-3s 1958 W. S. 
Broadmoor 4s 1956 W. S. 
Brooklyn Fox 3s 1957 W. S. 
Brooklyn Fox Common 

Eastern Ambassador Hotels Units 
Hotel Lexington Units 

Hotel Lexington Common 

Hotel St. George 4s 1950 

Hotels Statler Common 


150 Broadway 








Established 1926 





Tel. BArclay 7-4880 


Natl. Hotel Cuba 6s 1959 W. S. 

N. Y. Majestic 4s 1956 W. S. 
Pittsburgh Hotels Common 
Roosevelt Hotel 5s 1964 

Roosevelt Hotel Common 

Savoy Plaza Class A 

Sherneth 534s 1956 W. S. 

Wall & Beaver St. 414s 1951 W.S. 
51 East 42nd St. 3s 1956 W. S. 
500 5th Ave. 4s 1961 W.S. 


AMOTT; BAKER &\CO. 


, Incorporated 


New York 7, N.Y. 
Teletype NY 1-588 
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The New American & Foreign Power Plan 


About two years ago American & Foreign Power and its parent, 
Electric Bond and Share, filed a plan of recapitalization for Foreign 


Power, but the SEC has not yet published its findings. 


Norman Johnson group of second 


Recently, the 
preferred stockholders filed a new 


plan with the SEC, which is considerably less favorable to the top 


company than the 1944 plan. 





. - @. 
American & Foreign Power was | 


incorporated in 1923 and during 
the 1920’s and 1930 acquired con- 
trol of a large number of utilities 
in Latin America and some inter- 


ests in China and India. Many of | 


these were acquired at prices re- 
flecting relatively high 
exchange rates and while most of 
the properties have proved steady 
earners, the dollar value of the 
earnings has shrunk along with 
the deterioartion in 
rates, and huge arrears have ac- 


foreign | 


'share and one share of new com- 
mon; the $6 preferred, $100 cash 
and 4/5 of a share of new com- 
mon; and the second preferred 1°%4 
shares of new common (the old 
'common stock and warrants would 
not participate). Under the plan 
|58% of the new common stock 
| would go to public holders—19% 
i'to the old $7 preferred, 10% to 
'the $6 preferred, and 29% to the 


exchange | Second preferred. 


In the 12 months ended June 


cumulated on the parent com- 30, Foreign Power reported a bal- 


pany’s three preferred stock is- | 
sues, 


Electric Bond and Share invest- | 


ance for interest charges of $13,- 


| 691,842. Under the latest proposed 


plan the company would issue 
$35,000,000 of sinking fund deben- 


alt } 
ed about $277,000,000 in Foreign | ture 35 due 1967, $80,000,000 con- 


Power and the public also put in 
a large amount (system assets are 
earried at over $600,000,000 in the 
1945 balance sheet). EBS’s various 
holdings of senior and junior se- 
curities are now worth market- 
wise about $119,000,000, it is esti- 
mated, but even this figure includes 
a substantial amount’ of “water” 
since the junior securities appear 
substantially over-priced in cur- 
rent markets (the first preferred 
issues on the other hand appear | 
somewhat undervalued). 

In the original plan Electric 
Bond and Share suggested that it 
receive in exchange for holdings of 
bonds, notes, preferred and com- 
mon stocks and warrants, about 
$8,000,000 bonds and cash and 
some three-quarters of the new 
common stock. Public holders of 


vertible debenture 4s and 2,500,- 
| 060 shares of common stock. The 
new fixed charges would be about 
$4,250,000 and on the basis of the 
recent earnings statement (and 
disregarding the proposed sinking 
fund), there would be a balance 
of about $9,400,000 for the com- 
mon stock or $3.76 a share (the 
figure under the old plan would 
apparently be somewhat lower). 


What would the new common 
stock be worth? Brazilian Trac- 
tion, Light & Power, which might 
be comparable in some respects to 
American & Foreign Power, is 
currently selling on the Curb at 
21, or about seven times earnings. 
The yield (after allowance for the 
15% Canadian Tax on the $2 divi- 
dend) is over 8%. On a compar- 
able price-earnings yardstick the 





Foreign Power securities would 
receive about $113,000,000 bonds, 


new American & Foreign Power 


over $15,000,000 cash, and about Omi would only be worth 26. 


one-quarter of the new common 
stock issue. The company thus 
voluntarily wrote off a large part 
of its original investment. This, 
however, did not satisfy public 


However, considering the indicat- 
ed speculative interest in Foreign 
| Power it might be expected to 
'sell (initially at least) at some- 
'what better levels—possibly in the 


holders of the sceond preferred | 29-35 range. Assuming a price 


stock (who own about 15% of the | '@nge of 25-35 for the new stock 


issue versus 85% held by EBS).| 
The new plan wroposed by the| 
group representing this stock does | 
not greatly alter the original plan, 
but cuts down EBS’s interest in | 
the new common from about 76% | 
to 42%. | 

Under the new plan public} 
holders of the 5% debentures | 


would obtain $1,075 in new 3s| 
for each debenture; the $7 pre-'! 
ferred would receive $100 cash per 


as a working hypothesis, market 
values of the various securities 
held by the vublic would work 
out about as follows: 


Recent 

Market —Est. Value Under— 

About Plan I Plan II 
Bonds 106 106 10742 
$7 preferred 107 118-123 125-135 
$6 preferred 54 116-120 120-128 

| 2nd preferred 22 13-18 44-61 

Common 6 1,-3%, Nil 
Warrants 1% Nil Nil 


It should be emphasized how- 
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ever that no accurate conclusions 
can be drawn until the SEC has 
revealed its findings on one or 
both plans, or proposed a plan of 
its own. EBS in presenting its own 
plan indicated that it had contri- 
buted 80% of the new common 
stock equity ($262,700,000 of the 
$329,100,000 equity cash paid into 
the Foreign Power treasury), 
which perhaps explains its assign- 
ment to itself of 75% of the new 
stock. But this percentage, how- 
ever, may not take account of the 
relative income received on the 
respective investments of EBS 
and the public over a period of 
years though on the other hand 
EBS is giving up some of its 
senior claims. The whole problem 
of subordination is too involved 
to be discussed here. To hazard a 
guess, the final plan may be some- 
where between the two plans al- 
ready proposed. 

Regarding Foreign Power's pro- 
perties in the Argentine, it is pos- 
sible that the government might 
wish to take them over, since 
President Peron has indicated that 
he wants to end all foreign inter- 
ests in the nation’s economy. 
However, the price of about $95,- 
000,000 recently paid for Interna- 
tional Tel. & Tel.’s properties is 
considered a fair settlement and 
seems to indicate that Foreign 
Power would be fairly treated in 
any such purchase. 


Otis Opens Buffalo 
Office Under Canfield 


BUFFALO, N. Y.—The appoint- 
ment of Gilbert B. Canfield as 
Manager of the new Buffalo of- 
fice of Otis & Co., in the Marine 
Trust Build- 
ing, wasan- 
nounced in 
Cleveland 
Oct: 3; be 
William R. 
Daley, Presi- 
dent. 

Mr. Can-=» 
field brings 
to this posi- 
tion 23 years 
of experience 
in the secur- 
ities field, 
having been 
with the In- 
vestment De- 
partment of 
the First National Bank of Cleve- 
land for ten years before he and 
his associates formed the T. H. 
Saunders Co., Investment Dealers. 

Mr. Canfield became Otis & 
Co.’s western New York repre- 
sentative in 1943. Associated with 
him in Buffalo will be A. J. Todd, 
John L. Battel and Clair Kramer. 

Mr. Canfield is the son of the 
late George R. Canfield, founder 
and President of the Canfield Oil 
Company. He is a member of the 
Buffalo Athletic and Park Clubs, 
and has been an active worker in 
drives for the Red Cross and the 
Community Chest. 


With Geo. Birkins Co. 


George Birkins Company, 107 
Washington Street, New York 
City, has announced that M. E. 
Birkins, formerly with D. F. Bern- 
heimer & Co., Inc., has become as- 
sociated with their firm. 








Gilbert B. Canfield 





bond, munici- 
pal, rail. No 
individual 
person or any 
one security 
has not been 
disturbed by 
this tremen- 
dous and 
quick break. 

I term it 
“break” for I 
cannot justify 
it as a sell-off 
or .mere_ re- 
action. It is 
definitely 
a break in 
value and a 
break in the trend of security 
markets. 

I would offer the following fac- 
tors as the main causes of this 
sharp break and the timing 
thereof: 


The Securities Situation—I refer 
to the enthusiasm for the new 
issues and lack of attention being 
given the older and more seasoned 
items. There was unrecognizable, 
acute weakness in the older issues 
for weeks before it was felt in the 
new issues. Therefore, when the 
“break” did come the feel for the 
true market or marketability of 
the old issues didn’t exist. There 
had not been any recent interest 
in them—either by the traders, 





John F. Reilly 


The Stock Break— 
Why? What Next? 


By JOHN F. REILLY, J. F. Reilly & Co. 


Dealer ascribing immediate causes of market break to technical 
factors, expects postwar economic readjustment. Forecasts end of 
bear market at 152 for the Dow-Jones Averages. 


: We have witnessed and felt the repercussions of the 46-point reac- 
tion in the Dow Averages. It has taken its toll in all markets—stock, 
& 








salesmen or customers. Conse- 
quently, confusion that led to dis- 
organized quotations and mark- 
downs in values. 


The Personal Aspect—Everyone 
was a little too fat and compla- 
cent. Sleeves needed rolling up 
and work was to be done. But 
we had an excess of “$25,000 mil- 
lionaires” in and around the busi- 
ness. All were content, relaxing 
in their long positions and connec- 
tions in getting into the latest 


“hot one” or “daily double.” You 
know that bull markets don’t 
start, nor are they maintained, 


when everyone has long posi- 
tions never have or will. 
We will always be governed by 
the law of supply and demand. 
That’s basic. 

Timing—tThe timing for all this 
to take hold was perfect. We had 
the Street “lolling in its success.” 
Inventories were heavy, and sights 
were on the six-months tax fea- 
ture. Traders and salesmen were 
thinking more of their personal 
tax brackets and not their cus- 
tomer’s or employer's conditions 
or problems. We had multitudes 
of money in the hands of the mul- 
titudes. Ordinary week-enders 
were taking prolonged vacations 
of luxurious lengths—four weeks, 

(Continued on page 1832) 





But since 
we are to con- 
sider the re- 
quirements of 
export, let us 
first take a 
careful look to 
see what For- 
eignTrade 
really in- 
| volves. 
| Foreign 
, Trade is based 
|on one funda- 


| 


| mental princi- 








ple and a few 
indispensable 
conditions. 
Ishall at- 
begs. to establish this one funda- 


mental principle. It follows: 


George W. Wolf 
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Requirements for Export Trade. 


By GEORGE W. WOLF* 
President, United States Steel Export Company 


Prominent export executive points out fundamentals of successful 
foreign trade and notes changes that have occurred in U. S. inter- 
national commercial relations. Stresses value of foreign trade to 
all nations, rich and poor, developed and undeveloped, and urges 
more attention to increased imports. 
quired for foreign trade operations, and concludes that since we 
cannot go on selling without a final balance in our international 
payments, each exporting concern must properly evaluate its own 
risks in international business. Says foreign loans, though some- 
times essential, are not a substitute for domestic imports. 


Outlines organization re- 


The organization requirements for successful export business are 
no different as to fundamentals than for any home business. 





The various regions and nations 
of the world are not equally fav- 
ored by nature in potential 
wealth; the skill, efficiency and 
aptitude for social organization 
and collective endeavors of their 
inhabitants differ widely. 

Favorable climate, richness of 
soil, existence of minerals, not 
found elsewhere, or their superi- 
ority in quality and concentra- 
tion, adequacy of cheap and plen- 
tiful thermal or hydroelectric 
power, the fortunate location of 
resources with respect to each 
other and to the centers of pro- 
duction and consumption, facility 
of transportation, and other phys- 
ical factors, render a region par- 
ticularly adapted to the produc- 
tion of certain commodities. 


On the side of human character- 
istics, marked proficiency of the 
labor of one country in special 
crafts, exceptional talents of its 
leaders for organization, manage- 
ment and administration, healthy 
political environment, ability of 
its people, of all classes, to work 
together ir a common effort for 
a common goal, are paramount 


(Continued on page 1835) 





*An address by Mr. Wolf before 
the meeting of the Management 
Division of the American Society 
ef Mechanical Engineers, Sept. 
30, 1946. +t 
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Baruch Defends His 
Atomic Control Plan 


In accepting “Freedom House” award, he admits plan impairs na- 
tional sovereignty principle, but asserts it does not impair any 
country’s national dignity or national security. Says U. S. asks 
nothing that it is not willing to give, and holds effective atomic 


control is a path to peace. 


In an address on Oct. 8, broadcast over the Columbia Broadcast- 


ing Network, Bernard M. Baruch, following the acceptance of the 


2 


Annual Free- 
dom House 
Award, out- 
lined a new 
the plan of 
his commit- 
tee for inter-— 
national 
atomic con- 
trol and 
upheld the 
principle that 
it should be 
permitted to 
infringe on 
sovereign 
power of na- 
tions. He as- 
serted that 
America gets nothing that it is not 
willing to give and warned that if 
effective control was neglected, 
the way would be opened for dis— 
astrous war and chaos, whereas 
control would open up a road to 
pepetual peace. 


The text of the address follows: 


This award, if deserved at all, 
is deserved primarily by my de-— 
voted associates who have helped 
me formulate the American 
atomic proposals. The President, 
the Secretary of State, and cer- 
tain Senatorial advisers have 
given full authorization to our 
program. That program _ still 
stands—generous and just. And 
mo amount of deliberately cre- 





Bernard M. Baruch 








ated confusion shall prevail 
against it. 

The plaque reads: 

“There must be no veto for 
those who violate their solemn 
agreements.” 

I am happy that Freedom 
House chose this text, for it ex- 
emplifies one of the weightiest 
points in the American attitude— 
the non-application of the Great 
Powers’ veto to protect offenders, 
cnee a treaty of prevention and 
punishment dealing with atomic 
energy has been agreed upon. Our 
proposal is concerned with the 
veto power only as it affects this 
particular problem, and not with 
the general veto written into the 
structure of the United Nations. 

As to the veto, I repeat: “The 
bomb does not wait upon debate. 
To delay may be to die. The time 
between violation and preventive 
action or punishment would be 
all too short for extended discus-— 
sion as to the course to be fol- 
lowed.” 

This peace we are enjoying—if 
that be the right word—threatens 
to become what a German his— 
torian said peace is: a brief in- 
terlude between wars. 

Never were the opening words 
of the American proposal so true 
as they are at this time: “We are 
here to make a choice between 

(Continued on page 1833) 





More and Balanced Production 


Harriman 


New Secretary of Commerce, in statement to Press, says our basic 
problem is to direct our abilities to peacetime production and 
through trade and sound financial assistance to enable other coun- 
tries to rebuild. Pledges Commerce Department’s aid in helping 
business, “particularly small business,” in meeting needs of people. 


W. Averell Harriman, on Oct. 7, just after his induction as the 
new Secretary of Commerce, issued a statement to the Press in which 


he called for® 


more and bal- 
anced produc- 
duction to 
solve our do- 
mestic diffi- 
culties and to 
aid other na- 
tions to re- 
build. ; He 
pledged the 
Department’s 
aid to busi- 
ness in the 
United States, 
“particularly 
small busi- 
ness.”’ The full 
text of the 





a - 
W. Averell Harriman 


statement follows: 


I have come to Washington to 
go to work. I would much prefer 
to say nothing just yet, but I am 
glad to express in a few words 
my general attitude in taking on 
the job of Secretary of Commerce 
and becoming a member of the 
President’s Cabinet. 


I have tremendous confidence 
in the people of the United States. 
From my experience overseas I 
had an opportunity to see the 
amazing job we did in the war. 
The people of the United States— 
a free and peaceful people—mo- 
bilized their resources to achieve 
victory with their allies over 
ruthless enemies under totalitari- 
an governments who had been 
preparing for war for years. The 
job that the free people of the 
United States did during the war 
was superlative in every way—in 
the fighting qualities of our sol- 








diers, sailors and airmen under 
fine leadership and in the out- 
standing achievements of the 
workmen, managers, and engi- 
neers—men and women alike—in 
the factories, on the farms, in the 
shipyards and in the mines. We 
not only supplied our own armed 
forces with effective equipment 
and supplies, but gave vital as- 
sistance to the forces of all our 
allies and their civilian popula- 
tions as well. 

Now that we have returned to 
peacetime activities, it is but nat- 
ural that we face grave problems 
in the reconversion from our 


wholehearted wartime concentra- 
tion of effort. I have some un- 
derstanding of the serious diffi- 
culties involved, but from my 
faith in the ability and vitality 
(Continued on page 1829) 
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Truman Points to 
AFL Responsibilities 


Says its goal as a custodian of American democracy should be 
cooperation with industry and government in precluding sub-stand- 


ard wages and inflationary prices. 


President Harry S. Truman, on Oct. 8, sent a message to William 
Green, now presiding at the 65th Annual Convention of the American 


Federation of 
Labor at Chi- 
cago, in which 
he lauded the 
organization 
as a custodian 
of American 
democracy 
and called 
upon it to co- 
operate with 
both industry 
and govern- 
ment to secure 
abundance for 
wage and sal- 
ary earners as 
well as farm- 
ers and pro- 
fessional people and to preclude 
“the payment of sub-standard 
wages, just as it precludes infla- 
tionary prices which eat into real 
purchasing power.” 


The text of the message follows: 
Dear Mr. Green: 


I very much regret that I can- 
not be with you on this most aus- 
picious occasion, the 65th annual 
convention of the Amercian Fed- 
eration of Labor. This convention 
is of deep significance because the 
officers and members of the A. F. 
of L. are among the chief cus- 
todians of American democracy. 


This enduring trusteeship has 
brought a long record of gains for 
those who labor. Many of these 
gains are measurable in economic 
terms, in better wages and work- 
ing conditions, in improved living 
standards and greater security. 
Beyond these tangible benefits, 
which have been felt in millions 
of homes throughout the land, are 
other contributions, equally vital 
to the workings of democracy— 
the growth of social consciousness 
and respect for human values that 
is the true symbol of freedom. 

But in offering congratulations 
to the American Federation of La- 
bor, my chief desire is to look 
ahead, to the immediate task and 
responsibilities that lie before you. 
This is a great moment in history 
and it is no accident that the 


President Truman 
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members and leaders of organized 
labor now have such a decisive 
part to play—a long record of 
continuing service has earned 
them that solemn right. 


Moreover, this obligation is laid 
upon you at a time when not only 
the welfare and security of the 
American people but the peace of 
the world may be at stake. 

-To me at least, the part that 
organized labor must play is defi- 
nite and clear. Now, more than 
ever, organized labor must speak 
for and act in behalf of all who 
labor. We must demonstraie, as 
you did during the war, that the 
goals of organized labor are iden- 
tical with the goals of our demo- 
cratic nation. 


Today, no less than in war 
time, our most compelling need 
is full, sustained production. Our 
demonstrated capacity holds out 
the promise of secure abundance 
for America’s wage and salaried 
workers as well as for our farmers 
and business and _. professional 
people. But to reach this goal we 
must use all of our resources in 
materials and men, and we shall 
need the full cooperation of in- 
dustry, labor and government. 

By definition, this goal pre- 
cludes the payment of substand- 
ard wages, just as it precludes in- 
flationary prices which eat away 
real purchasing power. It pre- 
cludes oppressive child labor and 
discrimination against any group 
regardless of sex, race, color or 
creed. 


There are those who doubt 
labor’s motives and question la- 
bor’s aims. Now, as always, the 
answer to that challenge must 


come from within the ranks of 
labor. I am confident that the 
delegates to this great convention 
will be eager to reply. 
Congratulations and best wishes 
for a most successful convention. 
Very sincerely yours, 
HARRY TRUMAN. 
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After many years of faithful 
service with our company, “‘Pop” 
Muenzenmaier has retired to a life 
of ease and assured security — 
thanks to the Schenley Retirement 
and Benefit Plan. Pop is “getting 
on,”’ and I was very much inter- 
ested in discovering how he is 
employing his well deserved retire- 
ment, and what it is doing for him 
— because he has had a very active 
life. , 

Well, when I visited him down in 
Cincinnati I said, “‘Pop, how’s it 
going; how does it feel to be a man 
of leisure; and how does it feel te 
be able to forget the tinkle of the 
alarm clock?’’ And Pop said, “‘well, 
I’m taking it easy; just puttering 
around a little bit ‘to keep my hand 
in’. Oh, yes —the alarm clock. You 
know, for awhile I kept setting it 
at my usual waking hour —5:30. 
When it went off I’d just say, ‘Aw, 
shut your mouth’; then I’d turn 
over and go back to sleep late . . . 
till 6:30.”’ 


As our visit progressed, I began 
to see some of what Pop termed 
“easy putterings’”. He proudly 
showed me his rock-garden. There 
was a new sloping terrace of rocks, 
with over a hundred rock-garden 
flowers, which he planted. Then, 
looking around, I remarked, “say, 
Pop, I don’t remember this re- 
taining wall—when did you have 
this built?’’ Pop gave me a disap- 
pointed look —and said, ‘“‘what do 
you mean —did I have this built? 
I built it myself, in my spare time, 
since retiring.’’ After which he ex- 
hibited a half dozen other projects 
requiring time, skill and labor, in 
the making, during his life of 
““ease’’. 

Which reminds me of the story of 
the old fire horse who, after many 
years of faithful service, was put 
out to pasture and then —one day 
—when the wind was just right, he 
heard the sirens and the clang of 
fire engines a considerable distance 
from where he was nibbling the 
tops of luscious Kentucky blue- 
grass. ‘That old fire horse had 
memories. He raised his head, as 
though he had a check-rein on him 
again, gave asnort, gathered all of 
his strength and leaped over the 
rails, and was on his way back to 
his old fire house. He heard the call 
and answered it. 


I’m sure “‘Pop’’ Muenzenmaier 
pauses, now and again, cocks his 
head to one side and listens. You 
can wager that if he hears the call, 
he'll answer it —retirement or no 
retirement. 


All of which elicits the remark 
**Don’tsell an old fire horse short.” 
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Illinois Brevities 


CHICAGO, ILL.—Home mortgage levels have become the -sub- 
ject of montroversy here, with some bankers and real estate men 
declaring that loans made by savings and loan societies will exceed 


the value of the mortgaged property by 1948. 


Savings and loan offi- 


cials reply that most criticisms arise from envy, but admit the loans 
are “much more generous” than formerly. 


~* 
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In a pre-convention interview, 
Frank C. Rathje, former presi- 
dent of the American Bankers As- 
sociation, entered the debate by 
urging that Federal guarantees 
should be restrained rather than 
expanded in the present period of 
high building costs. 

The nation would be better 
served by “building a normal 
credit structure based on normal 
credit risks,’ Mr. Rathje said. The 
President of the Chicago City 
Bank & Trust Co. and of the Mu- 
tual National Bank of Chicago said 
a “superstructure based on gov- 
ernment guarantees and insur- 
ance will lead only to overexpan- 
sion and speculation.” 


Charles J. Faulkner, Jr., gen- 
eral counsel of Armour & Co., who 
guided the packing firm through 
the legal difficulties of the reor- 
ganization following World War I 
and later recapitalizations and re- 
financings, will retire Nov. 2 after 
29 years in the post and 41 years 
with the company. He is being 
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urged to continue as a director and 
a member of the executive com- 
mittee. 
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Several foreign governments 
have requested space in Chi- 
cago’s Merchandise Mart to dis- 
play products of their industries 
and to house local consulates, 
it was disclosed. The Mart now 
is fully occupied, but the man- 
agement is awaiting release of 
some of the 810,000 square feet 
held by government agencies. 


The Circuit Court of Appeals 
here put an end to a 25-year-old 
case when it upheld the cement 
industry in its struggle to quash 
the Federal Trade Commission’s 
charges of price-fixing. In a rul- 
ing similar to the Supreme Court 
decision of 1925, which was fol- 
lowed by renewed FTC suits 12 
years later, the court said the 
use of basing points “appears not 
to have been the result of any col- 
lective activity.” 


Ward Farnsworth, Chicago real- 
tor, said land values in the Loop 
now are only 60% of their 1929 
peaks, contrary to any beliefs that 
commercial real estate is enjoying 
an inflationary market. The price 
index for real estate in the busi- 
ness district now is 102, he gaid, 
compared with 163 in 1929. 


Tax economists have pondered 
Minnesota’s recent decision that 
out-of-state corporations are sub- 
ject to the same state income taxes 
as domestic firms. The state board 
of tax appeals handed down the 
decision in the case of Owens- 
Illinois Glass Co., which employed 
traveling salesmen but had no li- 
censed sales. 


The experts said that under 
this ruling companies which 
have no established sales outlet 
but which commission Minneso- 
ta businessmen to handle prod- 
ucts or employ traveling sales- 
men will be subject to taxes on 
sales in the state. 


*& bx td 


A Chicago meeting of the 13 sig- 
natory banks of the National Sales 
Finance Plan, organized to pro- 
vide coverage for installment fi- 
nancing in 37 states, resulted in 
dissolving the plan, it was learned. 


Apparently, the banks had failed 
to get assurances that the group 
would not violate anti-trust laws. 
*% oh oe 

Arrangements for an offering of 
$20,000,000 in common stock, at 
$5 a share, have been completed by 
the Tucker Corp. with Floyd D. 
Cerf Co., Inc., it was disclosed. 
Proceeds will be used to finance 
production of the new Tucker 
“Torpedo” automobile in the for- 
mer Dodge-Chicago plant. 


Republic Steel Corp. offered the 
government $30,000,000 for the 
$92,000,000 steel mill in South 
Chicago, now leased by Republic. 
Another offer of $28,250,000 was 
made by Philip D. Fitzgerald of a 
consulting engineer firm, who de- 
clined to disclose the group for 
which he was acting. Kaiser- 
Frazer Corp. offered to lease the 
property for five years. 

ok * 
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Speakers at various conven- 
tion here made such predictions 
as a “sharp, nasty and short” 
business recession, a 100% in- 
crease in consumer credit in the 
next few years, and the improb- 
ability of the present “business 
retrenchment” developing into 
a major depression. 


Prof. L. J. Norton, of the Uni- 
versity of Illinois, told the Amer- 
ican Meat Institute the recession 
he predicted would be followed 
by a period when “we really go 
to work a make up our accumu- 
lated shorties of houses and au- 
tomobiles.”’ 


A. G. Dahlberg, president of the 
Wnited States Economics Corp., 
said that despite the huge con- 
sumer credit rise, retail sales 
should level off in 1947 at slightly 
above this year’s totals. 


Edward P. Rubin, president of 
Selected American Shares, ad- 
mitted that labor’ difficulties 
might change the retrenchment 
into a depression. Many risks in 
business and security prices now 
confront the country, and these 
cannot be disregarded, he said. 


Mackey Nominated for 
Pres. of Coffee & Sugar Ex. 


At a meeting of the Nominating 
Committee of the New York Cof- 
fee and Sugar Exchange held on 
Oct. 7 to consider the nomination 
of a president to fill the unexpired 
term caused by the resignation of 
F. H. Silence on Oct. 2, Chandler 
A. Mackey was named as nominee 
to serve until Jan. 22, 1947. Mr. 








Mackey has previously filled the 
office of president, serving from 
1935.to 1941. 
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him in reach 
ing a sound 
financial pol 
icy, is as en—° 
couraging as 
it is interest 
ing. 

Wall Street, 
under the 
Truth in Se 
curities Act, 
is quite dif 
ferent from 
the old Wall 





Street. Busi 
ness, having 
found that it 
pays to be 
honest, might well insist 
Pennsylvania Avenue follow 
example. 

Our country was started by 
placing limitations, regulations, 
and restrictions—not on the peo 
ple, but on the government; that 
is what the Constitution is, a 
comprehensive plan for the regu 
lation of government. But for 175 
years now, the politicians have 
been reversing this wholesome 
initial process, by taking the lim 
itations off the politicians and 
putting them on the people. 

What we need today is a Truth 
in Politics Act to match the 
Truth in Securities Act, clause for 
clause. 

1. If my anmual reports and 
proxies were filled with broken 
promises and half truths, the 
Truth in Securities Act would 
have got me if the Common Law 
had not. 

2. The sources of income 
every public servant would make 
as interesting reading as do those 
of officers and directors. 

3. Is it any less a crime for a 
Public Bureau or Commission to 
divert the substance of Peter to 
buy the vote of Paul than it is for 
some Kruger to convert the as 
sets of a publicly held corpora 
tion to personal use? 


4. To pretend to seek price sta 


Robert R. Young 


its 


wage increases is, to say the 
least, not being frank. 
5. Taxation should be direct 





*Remarks by Mr. Young at 
“Financial World” Annual Awards 
Banquet, New York, Oct. 4, 1946. 
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Truth in Politics Act Needed 


By ROBERT R. YOUNG* 
Chairman, Chesapeake & Ohio Railway Co, 


Mr. Young declares that penalties on abuses by government offi- : 
cials are just as necessary as those imposed by our Securities Acts. 
We should insist on “accountings” for Washington’s wastes. 


Secretary Snyder’s statement that the stockholders in the 


ernment, meaning all of us, should be better informed, so that they 
may assist ¢ — Pr hin RE 


gov- 


have a look at it. To cause them 
to believe that only the rich bear 
these price spiraling burdens is to 
deceive them. 

A Truth in Politics Act to im- 
pose penalties upon such abuses 
would give us better government 
Just as certainly as the Securities 
Act has given us better business. 

The standards for measuring 
the honesty of our public serv— 
ants, who ask us that we trust 
them with our liberties and our 
life, certainly cannot be lower 
than those they themselves have 
laid down for the custodians of 


| merely our money. 


Labor, farmer and capital must 
take time out from form filling, 
and the time consuming annoy— 
ances of Washington-—created scar~— 
cities, to insist upon accountings 
and explanations for the wastes 
and confusions of Washington. 

It is time for all of us outsiders 
—outside the government, I mean 
—to get off the defenses—to go 
on the offensive and insist upon a 
healthier balance of regulation— 
a little less here and a little more 
there. 


Rothchild & Co. Offers 
Aviation Press Notes 


L. H. Rothschild & Co. on Oct. 9 
offered $60,000 of The Aviation 
Press, Inc. 10-year 6% convertible 
sinking fund notes due July 2, 
1955. The notes, issued in denomi- 
nations of $100, $500 and $1,000, 
were priced at 98% plus accrued 
interest. 

The Aviation Press, Inc., incor- 
porated in the State of New Jer-— 
sey in 1942, publishes and dis- 
tributes newspapers, magazines, 
periodicals and books and pro- 
vides news services covering avi-— 
The 
owns and publishes 
“Contact,” Aviation’s National 
Newspaper, and a juvenile edi- 
tion, “Contact Comics.” 

The notes may be converted in- 
to common stock of the corpora~- 
tion, at the option of the holder, 
at the rate of $3 per share if con— 





July 2, 1948 and July 2, 1949, and 
$5 per share if converted after 
July 2, 1949. 


Proceeds from the sale of the 
notes are to be used in liquidating 
short-term loans and liabilities, 
and to provide additional work- 
ing capital. 

Until the first part of 1946 “Con~— 
tac’s” subscription list was lim~— 
ited, because of a newsprint 
| shortage, to direct-by-—mail sub-— 
scribers. An intensive subscrip— 
tion campaign is now underway 
and it is anticipated that the total 
jistribution will reach 50,000 
copies per issue within a year. 
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THOMSON & 
MS KINNON 
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Branches in 35 Cities 
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Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





















——_s 





Adams Journal — Monthly bul- 
letin of news and comment on the 
market — Adams & Co., 231 South 
La Salle Street, Chicago 4, Il. 





Family-Owned Corporation and 
Taxation — Booklet explaining 
facilities for financing to provide 
for inheritance, gift and similar 
taxes for the family-owned or 
closely-held corporation — The 
First Boston Corp., 100 Broadway, 
WNew York 5, N. Y. 





Gold Mining Shares as a Re- 
cession Hedge Report on out- 
look for gold mining companies — 
Delafield & Delafield, 14 Wall 
Street, New York 5, N. Y. 








Insurance Stock Analyzer 
Operating results of the first half 
of 1946 for a representative group 
of fire and casualty insurance 
companies — Geyer & Co., Inc., 
67 Wall Street, New York 5, N. Y. 





Is a Depression Necessary? — 
Market Study — J. F. Reilly & 
Co., Inc., 40 Exchange Place, New 
York 5, N.Y. 

Also available are the follow- 
ing: The Price Bubble; When Will 
World War II End?; Long Term 
Forecast; Have Listed Companies 
Superior Management?; Election 
Day; Executives Tell Us That; 
Essentials; The Commercial 
Shearing and Stamping Co.; Buda 
Company; Barcalo Manufacturing 
Co.: Doing the Impossible; Com- 
mon Sense; John Doe Letter; 
Losses in a Bull Market; Aeronca 
Aircraft; American Phenolic 
Corp.; Drico Industrial Corp.; 
General Machinery Corp.; Golden 
Crown Mining Co.; Silver Creek 
Precision Corp.; Stromberg Carl- 
son Preferred; U. S. Sugar; Plas- 
tics Materials Corp. 





Low Priced Stocks — A card 
suggesting a group purchase of 
five low priced listed stocks — 
John J. O’Brien & Co., 209 South 
La Salle Street, Chicago 4, II. 





New York City Banks—Com- 
parison and analysis of 19 New 
York City banks for the third 
quarter of 1946—Laird, Bissell & 
Meeds, 120 Broadway, New York 
5, N. Y. 





Petroleum Industry — Review 
of condition and outlook — Hirsch 
& Co., 25 Broad Street, New York 
4, N. Y. 

Also available is a study of In- 
ternational Telephone & Tele- 
graph Corp. 





Trading Opportunities — Sug- 
gested rail switches suggested by 
official estimates of 1946 earnings 
— Vilas & Hickey, 49 Wall Street, 
New York 5, N. Y. 





Aldens, Inc. — Analytical mem- 
orandum — H. Hentz & Co., 60 
Beaver Street, New York 4, N. Y. 

Also available is the Fortnightly 
Investment Letter, a bulletin of 
comment on various interesting 
situations. 





Central Public 
Utility Corp. Inc. 
514s, 1952 


Recent Revised Projections of Work 
Out Values Available on Request 


Brailsford & Go. 


208 S. La Salle Street 


CHICAGO 4 
Tel. State 9868 


CG 95 





American Insulator—Memoran- 
dum—Peter Barken, 32 Broad- 
way, New York 4, N. Y. 





Argo Oil Corp.—Descriptive cir- 
cular—Seligman, Lubetkin & Co., 
Inc., 41 Broad Street, New York 4, 
N. Y. 

Also available are circulars on 
Tennessee Products and Wellman 
Engineering. 





Aspinook Corporation—Circular 
—Ward & Co., 120 Broadway, 
New York 5, N. Y. 

Also available are memoranda 
on W. L. Douglas Shee Co.; Hart- 
ford Empire; Lanova Corp.; Mo- 
hawk Rubber; and Taylor Whart- 
on Iron & Steel; Barcalo; Haloid; 
American Window Glass; Puro- 
lator Products; Upson Corp.; Ala- 
bama Mills. 





Boston Wharf—Descriptive an- 
alysis—du Pont, Homsey Co., 31 
Milk Street, Boston 9, Mass. 

Also available are studies of 
Dwight Manufacturing Co. and 
Purolator Products. 





Central Public Utility 5%s 
of ’52 and Consolidated Electric 
and Gas Pfd. — Comprehensive 
study and analysis in brochure 
form—Fred W.,Fairman & Co., 
208 South La Salle Street, Chi- 
cago 4, Ill. 





Chefford Master — Analytical 
report Peltason, Tenenbaum 
Co., Landreth Building, St. Louis 
2, Mo. 





Columbia Gas & Electric Corp. 
—Analysis — L. F. Rothschild & 
Co., 120 Broadway, New York 5 
N. Y. 


’ 





Decker Manufacturing Co.—De- 
tailed Analysis—Comstock & Co., 
231 South La Salle Street, Chi- 
cago 4, Ill. 

Also available are analyses of 
Hydraulic Press Manufacturing 
Co.; Long Bell Lumber Co., and 
Miller Manufacturing Co. 





C. H. Dutton Company—Analy- 
sis for dealers only on 66-year old 
company with interesting pros- 
pects—Moreland & Co., Penobscot 
Building, Detroit 26, Mich. 





Federal Water & Gas Corp.— 
Memorandum—J. G. White & Co., 
Inc., 37 Wall Street, New York 5, 
N. Y. 





Trading Markets 


Abitibi P. & P. Co. Com. & Pfd. 
Brown Co. Com. & Pfd. 


Cinema Television 





Fresnillo Co. 
Gaumont British Pictures 
Minn. & Ontario Paper, Com. 
Oroville Dredging 
Rhodesian Anglo American 
Rhodesia Broken Hills 
Rhodesian Selection Trust 
San Francisco Mines (Mexico) 
Scophony, Ltd. 

Steep Rock Iron Mines 
Vicana Sugar Co. 6/55 
Vicana Sugar Co., Common 


— ome 


ZIPPIN & COMPANY 
Specialists in Foreign Securities 
208 S. La Salle Street 
Chicago 4, Hlinois 








Randolph 4696 CG 451 





Gruen Watch Co. — Memoran- 
dum — Buckley Brothers, 1420 
Walnut Street, Philadelphia 2, Pa. 
Also available are memoranda 
on Seuth Carolina Electric & Gas 
Co. ard Standard Stoker Co, 





Greyhound Corp°ratieon—Circu- 
lar—Hicks & Price, 231 South La 
Salle Street. Chicago 4, Ill. 

Also available are memoranda 
on The Chieago Corp. and The- 
Muter-Co., 





Gulf, Mobile & Ohio Railroad— 
Analysis—R. H. Johnson & Coa., 
64 Wall Street, New York 5, N. Y. 





Indiana Steel Preducts Co, 
Memorandum on interesting situ- 


ation — Brailsford & Co., 208 
South La Salle Street, Chicago 
4, Il. 


Also available is a circular on 
Queen Anne Candy Co. 





MacFadden Publications — Cir- 
cular—C. E. de Willers & Co., 120 
Broadway, New York 5, N. Y. 





Minnesota Mining and Manu- 
facturing Co. — Analysis of earn- 
ings recerd, finarcial position and 
growth potentialities — Kidder 
Peabody & Co., 17 Wall Street, 
New York 5, N. Y. 





National Terminals Corporation 
—Late memorandum for dealers 
only—Adams & Co., 231 South La 
Salle Street, Chicago 4, Il. 





New England Publie Service 
Co. — Appraisal of values — Ira 
Haupt & Co., 111 Broadway, New 
York 6, N. Y. 





Pittsburgh Railways — Memo- 
randum on present status — H. 
M. Byllesby & Co., Stock Ex- 
change Building, Philadeiphia, Pa. 





Plemb Tool Co. — Special re- 
port — Maxwell, Marshall & Co., 
647 South Spring Street, Los 


Fred B. Prophet Company—De- 
tailed memorandum—De Young. 
Larson & Tornga; Grand Rapids 
National Bank Building, Grand 
Rapids 2, Mich. 





Public National Bank & Trust 
Co.—Analysis—C. E. Unterberg 
& Co., 61 Broadway, New York 6, 
N. Y. 





Rockwell Manufacturing Co.— 
Analysis—Steiner, Rouse & Co.. 
4 Broad Street, New York 4, 

i 





Schenley Distillers Corporation 
—Brochure of articles they have. 
been running in the Chronicle— 
write to Mark Merit, in care o 
Schenley Distillers Corporation 
et eee Avenue, New York 1 





Serrick Corp. — Analysis — 
Sills, Minton & Co., Inc., 209 South 
La Salle Street. 





Sheller Manufacturing Corp. — 
Recent report—Mercier, McDowell 
& Dolphyn, Buhl Building, De- 
troit 26, Mich. 





South Carolina Electric & Gas 
Co. — Memorandum — G. A. Sax- 
ton & Co., Inc., 70 Pine Street, 
New York 5, N. Y. 





Southern Advance Bag & Paper 
Co.—Report on common stock 
with reference to possibilities for 
appreciation and increased income 
return—Boenning & Co., 1606 
Walnut Street, Philadelphia 3, 
Pa. 


Southern Natural Gas Co, — 
Study — Burnham and Co., 15 
Broad Street, New York 5, N. Y. 








Univérsal Zonolite Insulation — 
Analysis — Caswell & Co., 120 
South La Salle Street, Chicago 
3, - Til. 

Also available is a circular on 





Angeles 14, Calif. 


|! Chicago Hardware Foundry Co. 





Telephone: Dearborn 6161 


MIDLAND UTILITIES 
MIDLAND REALIZATION 
CHICAGO SOUTH SHORE & SOUTH BEND 
NORTHERN INDIANA PUBLIC SERVICE COMMON 


DOYLE, O’CONNOR & CO. 


INCORPORATED 


135 SOUTH LA SALLE STREET 
CHICAGO 3, ILLINOIS 


Teletype: CG 1200 








CONTINUOUS 


Koehring Co. 
Wisconsin Pr. & Lt. Co. 
Wisconsin Elec. Pr. Co. 


Compo Shoe Mach. Co. 


225 EAST MASON ST. 


peli eT A alee 


THE SECURITIES OF 


Cons. Water Pwr. and Paper Co. 


Lake Superior District Power Co. 
LO’W it & CO. 
Memouers Chicago Stock Exchange 


PHONES—Daly 5392 Chicago: State 0933 


INTEREST IN: 


Weyenberg Shoe Mfg. Co. 
National Tool Co. 
Northern Paper Mills Co. 
Nekoosa Edwards Paper Co. 
Hamilton Mfg. Co. 


James Manufacturing Co. 


MILWAUKEE (2) 
Teletype MI 488 








Bought—-Sold—Quoted 
“Ft. Wayne Corrugated 
Paper Com. 


*Jessop Steel 
Common & Preferred 


*Seismograph Service Corp. 
Common 
*Prospectus on Request 


E. H. Rollins & Sons 


incorporated 


135 Seuth La Salle Street 


CHICAGO 3 
CG 530 Central 7540 








Direct wires to our offices in 
principal financial centers 








Greiss Fleger Com. 
Pickering Lumber Com. 
C. G. Conn 
Consol. Dearborn Com. 
Hearst Class A 





STRAUS & BLOSSER 


Members New York Stoek Exchange 
Members Chicago Stock Exchange 
Associate Member New York Curb 

135 South La Salle St., Chicage 3, I. 

Tel ANDover 5700 Tele CG 650-651 











Towmotor Corp. — Special 
memorandum — Walston, Hoff- 
man & Goodwin, 265 Montgomery 
Street, San Francisco 4, Calif. 
Also available is a preliminary 
report on White Motor Co. 


—_—_ 


Francis |. du Pont Go.. 
Adds Fisher to Staff 


Samuel Curtis Fisher has be- 
come associated with Franeis I. 
du Pont & Co., 1 Wall Street, New 
York City, members of the New 
York Stoek Exchange. Mr. Fisher 
was formerly with Mellon Secur-— 
ities Corp. and Lehman Brothers. 








TRADING MARKET 


Hilton Hotels | 


Common 





KITCHEN & CO. 


135 South La Salle Street 
Chicago 3, Wi. 
Tel. STAte 4950 Tele. CG. 28 














Active Trading Market in 


National 
Terminals 
Corporation 


Common Stock 


Circular on Request 


ve 
ADAMS & CO. 


231 SOUTH LA SALLE STREET 
CHICAGO 4, ILLINOIS 
TELETYPE CG 361 PHONE STATE 0108 





Aeronca Aircraft Corp. 
*Decker Manufacturing C 
Howard Industries, Inc. 
*Hydraulic Press Mfg. Co. | 
| Old Ben Coal Corporation | 
*Long-Bell Lumber Company} 
Mastic Asphalt Co. 
*Miller Manufacturing Co. 
Seven-Up Texas Corp. | 
St. Louis Public Service Co.| 
Trailmebile Company 


*Detailed analysis available on request.f 


Comstock & Co. | 
CHICAGO 4 


231 So. La Salle St. Dearborn 1501 
Teletype CG 955 








Macfadden Publications 
Gisholt Machine 


All Wisconsin Issues 











HOLLEY, DAYTON & GERNON 


Member—Chicago Steck Exchange 

} 105 So. La Salle St., Chicago 3, Mi. 

CG 262 Central 0780 
Offices in Wisconsin 

Eau Claire - Fond du Lac - La Crosse 




















Madison Wausau 
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| Real Estate Securities 


Chanin 


Building 


The Chanin Building First Mortgage 5% Leasehold Bonds, newly 
“out of a reorganization consummated earlier in the year, are attrac- 
tive from the standpoint of yield (approximately 6% at current mar- 


ket price) and security. 


Outstanding in the amount of $5,875,200, the bonds are the obli- 


gation of the Lexington Avenue 
present owner “of~the leasehold 
and office building-and are se- 
cured by a first mortgage on the 
leasehold estate occupying the en- 
tire block front on the west side 
of Lexington Avenue, between 
4ist and 42nd Streets immediately 
to the south of Grand Central 
Staticn and the 56-story office 
building erected thereon, known 
as the Chanin Building. The 
ground is Teased from the Man- 
hattan Storage and Warehouse 
Co. for 21 years to July 1, 1948 at 
a rental of $383,750 per annum, 
with an option of four renewals, 
the first two at 5% of the ap- 


and 42nd Street Corporation, the 





eo 
4 


|raised value of the land but not 
‘less than $300,000, and the last 
itwo at 5%% of the appraised 
'value of the land, but not less 
'than the amount paid in the last 
year of the prior renewal period. 

The plan of reorganization pro- 
vided for the best possible treat- 
‘ment of the first mortgage bonds, 
|income being distributed as fol- 
lows: 

From the net income of the 
property there is first set aside 
$240,000 in each six-month period 
($480,000 for the year) for the 
payment of 5% fixed interest per 





Interest on first mortgage bonds----...----~-~- $302,975.00 


First mortgage primary sinking fund----~-~- 
New reserve fund _------ a 
Second mortgage bond interest._.-.------~-- 
Third mortgage bond interest-......--.---- 
Balance to first mortgage sinking fund----- 








REAL ESTATE 
SECURITIES 


* 


* * 


BOUGHT 
SOLD 
QUOTED 


SHASKAN & CO. 


Members New York Stock Exchange 
Members New York Curb Exchange 


40 EXCHANGE PL.,N.Y. Digby 4-4950 
Bell Teletype NY |-953 











Firm Trading Markets: 


California & New York 
Real Estate Issues 





J. S. Strauss & Co. 


155 Montgomery St., San Francisco 4 
Tele. SF 61 & 62 EXbrook 8515 














177,025.00 
25,000.00 
59,250.00 
25,000.00 

213.355.29 


$802,605.29 


annum and the balance of said 
$240,000 toward bond retirement. 

All remaining net income, after 
provision for a contingency re- 
serve fund (until $150,000 is so 
accumlated at the rate of $25,000 
per annum) and payment of sec- 
ond and third mortgage bond in- 
terest, is likewise applied toward 
the retirement of first mortgage 
bonds. 

The effect of this plan re- 
sulted in the distribution of in- 
come for the fiscal year ended 
July 31, 1946 as shown in the ac- 
companying table. 

Fromrthe above. it may be seen 
| that interest requirements of the 
| first mortgage bonds were earned 
‘nearly three times and income 
|available for sinking fund on these 
bonds was equivalent to approxi- 
mately 7% of the issue. 


Philadelphia Exch. 
‘Members Make Reports 


PHILADELPHIA, PA.—Mem- 
|ber firms of the Philadelphia 
|'Stock Exchange have submitted 
reports of their financial condi- 
tion as of the close of business 
Sept. 13 in accordance with the 
request of the Securities and Ex- 
change Commission, it was an- 
nounced. 


Frank E. Baker, Baker, Weeks 
& Harden, President of the Ex- 
change, following the semi-month- 
ly meeting of the Board of Gov- 
ernors stated: “These ‘statements 
have been examined by the ex- 
change and all have met the fi- 
nancial requirements of its com- 
mittee on business conduct as of 
that date.” 


Roger Cortesi to Be 
Auchincloss Partner 


Roger Cortesi will become a 
partner in the New York Stock 

















Real Estate Securities 


Prince & Lafayette Streets 
5s "52—New York 


Lott Hotels, Inc.—Chicago 
Wacker Wells Bidg. 


Roosevelt Hotel, Common 
St. Louis 


Myles Standish Co. Boston 


VALIQUET & Co. 


135 So. La Salie St. 
CHICAGO 
CG-81 Central 4402 











Exchange firm of Auchincloss, 
Parker & Redpath, as of Oct. 17. 
In the past he was with Harriman 
Ripley & Co. and Brown Harri- 
man & Co., Inc. Mr. Cortesi will 
make his headquarters at the 
firm’s New York office, 52 Wall 
Street. 





Florio with Cohu & Torrey 
NEWARK, N. J.—Cohu & Tor- 
rey, members of the New York 


Stock Exchange, announce that 
Alfred J. Florio is now associated 
with them as a representative in 
‘their Newark office, 24 Commerce 
Street. 











‘|i15 Broadway, is first in length 





Chase Bank Honors 
25-Year Employees 


A dinnér in honor’ of 993 per- 
sons now-on the staff of the Chase 
National Bank who have served for 
25 years or longer was held in 
the grand ballroom of the Wal- 
dorf Astoria Hotel, Oct. 9. Hosts 
and speakers at the affair were 
Winthrop W. Aldrich, Chairman; 
H. Donald Campbell, Vice-Chair 





man, and ‘Arthur W. ° McCain, 
President of the bank: 
In addressing the group, MTr. | 


McCain said that the Chase. had | 
found the five-day week satisfac- | 
tory during the summer months 
this year and stated that the Chase 
management is favorably disposed | 
toward the five-day week on a| 
year-round basis, provided the} 
necessary permissive legislation 
is passed at the next session of 
the New York State Legislature. 
Under the existing statutes, banks 
are permitted to close on Satur- 
days only during the summer 
months of June, July, August and 
September. 

Mr. McCain also announced that 
the annual vacation period for 
employees in the 25-year group 
will be four weeks instead of 
three weeks, and that the vacation 
for those with 10 years of service 
will be lengthened from two to 
three weeks. Men and women 
with 25 years or more of service 
comprise more than 15% of the 
entire Chase personnel. Almost 
half of the people in the organi- 
zation have been with the bank 
ten years or longer. 

A large number of the 25-year 
veterans at the dinner had with 
them engraved gold watches 
which were commemorative gifts 
from the bank. Members of the 
staff were invited during the year 
to express their preferences for 
pocket or wrist watches, sterling 
silver flatware, silver trays, or 
gold pen and pencil sets. Watches 
were by far the most popular 
choice. 

The longest service record 
among present staff members is 
held by August H. Tiemeyer, As 
sistant Manager of the Produce 
Exchange Branch, 25 Broadway, 
with 51 years in the bank. Among 
the women members, Miss Isabel 
McCosker, Manager of the Chase 
Safe Deposit Company branch at 


of service. About 90 new mem-— 
bers became eligible to join the 
25-year service group during 1946. 


Joseph Overton Heads 
Municipal Bond Dept. 
Of Nat’! City of Cleve. 


CLEVELAND, OHIO—The Na- 
tional City Bank of Cleveland 
announces the appointment of 
Joseph A. Overton as manager of 
the Municipal Bond Department. 
Mr. Overton in the past was with 
Edward Lowber Stokes, Pask & 
Walbridge, and Jenks, Gwynee & 
Co. in New York City. 








Form Swenson & Co. 

PALM BEACH, FLA.—Edward 
F. Swenson, member of the New 
York Stock Exchange, has formed 
Edward F. Swenson & Co., with 
offices at 271 South County Road, 
in partnership with Lester A. 
Corya. Mr. Swenson was formerly 
an individual broker, with offices 
in New York City and Palm 
Beach. Mr. Corya was associated 
with him. 





Millaw Company Formed 

DENVER, COLO.—The Millaw 
Company has been formed with 
offices at 120 West 13th Avenue to 
engage in the securities business. 
Officers are D. L. Mills, president; 





Bryce Morris, vice-president; and 
Ben A; Law,-secretary=-treasurer. 





o. 


Reviews 


Employment ‘for August 


Civilian Production Administrator John D. Small reports business 
employment rise in August was offset by seasonal decline of 
810,000 in agricultural workers. Calls for greater productivity of 
currently employed to combat inflation. 


In his monthly report covering the month of August, John D. 
Small, Civilian Production Administrator, in commenting on the 


employment 
situation, 
notes that al- 
though unem 

ployment has 
dropped to 2,- 
000,000 the 
lowest point 
since Decem- 
ber, 1945, there 
is need for in 

creased pro- 
ductivity of 
currently em- 
ployed labor 
to bring about 
higher levels 
of production 
and thus com- 
bat inflation. 





J. D. Small 


Regarding employ- 


ment conditions Mr. Small re- 
ported: 
Non - agricultural employment 


increased 640,000 in August to 
establish another all-time peak of 
48.8 million. This increase, com-— 
ing on top of an increase of 1.4 
million in non-agricultural em- 
ployment in July makes the total 
increase for the two months more 
than 2,000,000, the largest increase 
for any two months on record. 
The increase in non-agricultural 
employment now amounts to 
more than 4 million since January 
and more than 6 million since 
September 1945. Most of the in- 
crease has been made up of re- 


@— 





turning veterans. In addition, un- 
employment has declined and the 
number of women employed has 
increased 600,000 during the two 
months. July is the second month 
In succession since V-J Day in 
which the employment of women 
in non-agricultural activities has 
increased. 

_ The seasonal decline of 810,000 
in agricultural employment in 
August offset the increased em-— 
ployment in non-agricultural ac~— 
tivities with the result that total 
employment for the month de~- 
clined slightly to 58.0 million 
from 58.1 million in July. 


Unemployment Drops to 2 Million 


A decline of 230,000 brought 
unemployment in August down to 
about 2 million, the lowest figure 
since December, 1945, and 700,— 
000 below the peak of 2.7 million 
reached in March, 1946. This de- 
cline, in the face of the virtual 
completion of the demobilization 
of the armed services, indicates 
the rapid manner in which the 
labor resources released by the 
end of the war have been virtu— 
ally exhausted by industry and 
trade. Increased productivity of 
currently employed labor is need— 
ed now to bring about higher lev— 
els of production and thus combat 
inflation. 





Wall Street Union Asks Stock Exchange for 


25% Increase in Wages and Seven-Hour Day 


The United Financial Employees is seeking a new contract with the 


NYSE to replace the one which 


was due to expire next Tuesday 


but which has already been extended a month. Three meetings of 
the negotiators have already been held and another is scheduled 
for tomorrow when the Exchange will reply to the union, stating 
its ability or inability to meet the specific points raised. UFE 
has applied to the State Labor Board for an election to determine 
collective bargaining agent for the employees of A. M. Kidder & Co. 


The United Financial Employees is seeking a new contract with 
the New York Stock Exchange to replace the one which was due 


to expire next Tuesday but which©®—————- 7 


has already been extended a 
month to give the negotiators for 
both sides the chance to come to 
a friendly settlement of terms that 
will be satisfactory to both parties. 

Under the terms of the present 
contract, if the union and the Ex- 
change can not agree on a new 
contract by Oct. 15, the present 
contract is automatically extended 
a month on condition that any 
agreement reached will be retro- 
active to Oct. 15. 

Three meetings of the negotiat- 
ors have been held at which the 
union’s complete case, including 
demands for a 25% increase in 
wages and a seven-hour day, has 
been presented to the Exchange. 
Another meeting is scheduled for 
tomorrow when the Exchange, in 
turn, will reply to the union, stat- 
ing its ability or inability to meet 
the specific points raised. 

Undaunted by its failure to win 
collective bargaining rights for 
the employees of three Wall Street 
firms—Harris, Upham & Co., Carl 


M. Loeb, Rhoades & Co., and Em= 


pire Trust Co.—the union now has 
applied to the State Labor Board 
for an election at A. M. Kidder 
& Co. The State Labor Board has 
reported that this case is still in 
the informal hearing stage. 
Hearings were aiso closed by 
Trial Examiner John McCann of 
the State Labor Board yesterday 
in the union’s move to have the 
results of the election at Harris, 


Upham & Co. set aside on the 
grounds of alleged unfair labor 
practices by that firm. Hearings 
in this case opened last Thursday. 
Before this case goes before the 


State Labor Board itself for a 
decision, briefs must be filed by 
the opposing parties. 

Both the union and Harris, Up- 
ham & Co. attorneys have until 
ten days after completion of the 
stenographic report of the hear- 
ings to file their briefs. 


With Dean Witter & Co. 
(Specia) to THe Frnancrat CHRONICLE) 

SAN FRANCISCO, CALIF.— 
D. Forrest Greene and George W. 
Miller, Jr. have become affiliated 
with Dean Witter & Co., 45 Mont- 
gomery Street, members of the 
New York and San Francisco 
Stock Exchanges. 


Walter Pryor, Warden 
Stillwell Are With 
McDonald & Co. 


(Special to THe Frinancrat CHRONICLE) 

CLEVELAND, OHIO—Walter J. 
Pryor, Jr. and Warden G. Stillwell 
have become associated with Mc- 
Donald & Co., Union Commerce 
Building. 


Henn With Paine, Webber 


(Special to Tue FrnancraL CHRONICLE) 

CLEVELAND, OHIO—Richard 
L. Henn has rejoined the staff of 
Paine, Webber, Jackson & Curtis, 
Union Commerce Buliding, after 
serving in the armed forces, 














Robt. Wagner in Houston 

HOUSTON, TEXAS—Robert 
Wagner is engaging in the securi- 
ties business from offices at 1714 





Bolsover Road. 
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100% Margins and the Market Break 


The October issue of the “Monthly Bank Letter” of the National 


City Bank of New York carries an article on the relation of stock 
in®— 2 





market prices and credit, 
which it is pointed out that al- 
though the recent break in 
prices may not be due to forced 
liquidation of margined accounts, 
as in past years, credit operations 
are still a factor in security spec— 
ulation. Says the article: 


In any survey of general con-— 
ditions prompted by the stock 
market decline, one question is 
the extent to which people have 
got themselves sewed up in debt. 
For, while credit is a highly use— 
ful facility when properly em- 
ployed, too much credit (debt) 
can be a serious weakness, greatly 
intensifying and prolonging peri- 
ods of liquidation. One of the fav-— 
orable features of the present sit-— 
uation is that the bull market has 
been financed to such a large ex- 
tent by cash and that secured 
loans have been so low for a 
period of active speculation. 


It has been a good many years, 
in fact, since the stock market has 
been seriously vulnerable _ to 
forced selling precipitated by de— 
clines in stock prices themselves 
and calling of loans. Cash trading 
on the stock exchange was a com 
mon practice for many investors 
even prior to the war. For trad 
ing after Jan. 21, 1946, the Board 
of Governors of the Federal Re 
serve System, under the Securi 
ties Exchange Act of 1934, set 
margin requirements for listed 
stocks at 100%. The Board had in 
July of last year raised the re 
quirement from 50 to 75%. 

The 100% margin requirement 
was designed to curb the prac 
tice of buying stocks with bor 
rowed money by forcing buyers, 
especially of shares listed on se 
curities exchanges, to pay for 
them in full. Much has been 
written and said to the effect that 
100% margins create thin markets 
for securities, and it is obvious 
that they limit the buying power 
that investors and speculators can 
put into the market when prices, 
after declines. look cheap. On the 
other hand, the rule of cash on 
the barrelhead undoubtedly shut 
off some credit buying on the rise 
earlier in the year and thereby 
helped to avoid forced liquidation 
later. 


The 100% margin rule, how 
ever, has by no means eliminated 
borrowing against _ securities. 
Bank loans for business as well as 
for miscellaneous purposes often 
have the added protection of se 
curity collateral. Moreover, these 
are specific exemptions from the 
margin rule; notably, banks may 
lend on bond collateral without 
restriction. 


‘While it is not possible to de 
termine precisely the amount of 
credit involved in borrowings os 
tensibly for other purposes, but 
actually for the purpose of pur 
chasing or carrying listed stocks, 
such amount can hardly be large 
enough to alter significantly the 
general picture as shown in the 
reported loans on securities. 


Security Loans Chiefly Against 
Governments 


The authorized exemptions to 
gether with undisturbed old mar-— 
in accounts, explain the $2.9 bil- 
lion loans “for the purpose of pur 
chasing or carrying” securities 
shown on the latest statement of 
the weekly reporting member 
banks in leading cities. These 
loans reached a peak of nearly $6 
billion in December, 1945, follow- 
ing the close of the Victory Loan 
drive, and have since been declin— 
ing. No less than two-thirds of 
the present total consists of loans 
to carry U. S. Government obliga. 
tions; only one-third, or a little 
under one billion, is for carrying 
other securities, including not 
only stocks but also corporate and 
municipal bonds. 


- Loans for purchasing or carry-— 


Jan. 21) have been whittled down 
as holders have sold shares held 
in these accounts, and for the ac- 
counts that have not been dis- 
turbed the abundant margin pro- 
tection already provided in Jan- 
uary. was. widened in the subse— 
quent rising market. 

Among loans on securities are 
those to carry new issues in proc-— 
ess of distribution. While there 
was a substantial volume of new 
underwriting in process at the 
time of the stock market decline, 
the appearance of market indiges- 
tion during the summer had 
slowed the rate of new security 
offerings, and underwriting mar- 


(Continued on page 1834) 





Morgan Stanley Group Quickly Sells 
$75,000,000 Pacific Tel & Tel Debentures 


An underwriting group headed by Morgan Stanley & Co. for- 
mally offered to the public Oct. 9 $75,000,000 principal amount of The 
Pacific Telephone & Telegraph Co. 40-year 2%% debentures, due 
Oct. 1, 1986. The debentures were priced at 103.25 and accrued in- 


terest, to yield 2.74% to maturity. 


the group at competitive bidding Oct. 8 on a bid of 102.6199. Within 
three hours after the competitive® 


sale, the issue was over-subscribed 
and the subscription books closed. 
Proceeds from the sale of the de- 
bentures will be used to reimburse 
in part the company’s treasury 
for uncapitalized expenditures 
made for extensions, additions and 
improvements to its plant and 
those of its subsidiaries. This hav- 


ing been done, the company will 
repay advances from American 
Telephone and Telegraph Com- 
pany. Any balance will be used 





The securities were awarded to 





for further extensions and im- 
provements. 

The debentures are redeemable 
at any time at prices ranging 
from 106.25%, if redeemed on or 
before Sept. 30, 1951, to par if re- 
deemed on or after Oct. 1, 1981. 

Giving effect to the financing 
the company will have outstand- 
ing, in addition to the debentures 
offered, $75,000,000 2%4 debentures, 
due Dec. 1, 1985, 820,000 shares of 
6% cumulative preferred stock, 





$100 par value, and 2,461,250 


—~ 


shares of common stock, $100 par 
value. 

Together with its two wholly- 
owned subsidiaries, Southern Cal- 
ifornia Telephone Co. and Bell 
Telephone Company of Nevada, 
the company furnishes communi- 
cation services, chiefly telephone 
service, in 620 exchange areas in 
California, Nevada, Oregon and 
Washington. On June 30, 1946, the 
three companies owned and oper- 
ated 2,909,097 telephones, of which 
1,750,538 were owned by the 
parent company. 


J. W. Gould 
Admits Reichwein 


J. W. Gould & Co., 120 Broad- 
way, New York City, has admit- 
ted Joseph. J. Reichwein to part- 
nership in the firm. Mr. Reich- 
wein has been with hte firm for 
some time as cashier. 
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ing stock in “old accounts” 


(stocks held on margin prior to. 





which they could transmute the base metals 


Today, the United States Sugar 


Corporation, through scientific appli¢ation of mod- 


chemistry and engineering, is 
air, water, sunshine and organic 


soil of the Florida Everglades into products more 
valuable than precious metal—basic raw materials 
for the nation’s food, beverages and clothing— 
sugar, starch, ramie fibre, essential oil, and beef. 


U. S. Sugar owns 150,000 acres of rich Everglades 
land—not the swampy morass usually depicted in 
school geographies, but soil made throughout the 
centuries by the continuous growth and decay of 
lush vegetation and by silt carried down by flood 
waters from the highlands. 
villages house thousands of field workers. 
hundred miles of farm roads and canals are main- 


Eleven plantation 
Nine 


Another advertisement in the series by 








Treasure from the Everglades 


\ Ichemists ef old sought a magic formula by tained on the property. The Corporation owns its 


own farm-to-factory railroad, with twelve loco- 


motives and 600 standard freight 
it operates the largest raw-sugar 


Last year U. S. Sugar harvested more than a 


million gross tons of sugar cane 


sugar to cash the nation’s civilian ration coupons 
for a month. This year’s estimated crop is even 


larger. 


U. S. Sugar, whose headquarters and factories are 
at Clewiston, is the world’s largest producer of 
sweet potatoe starch; the only continental producer 
in perfumes, 
paints; an extensive grower of ramie, the wonder 
textile fibre; and has large numbers of beef cattle 
which are finished for market on molasses and 
other by-products produced not by black magic 
but through the intelligent cooperation of science, 


of lemongrass oil, used 


capital and labor. 


Equiiable Securities Corporation featuring 


Southern industrial development. Equitable has helped to finance many Southern 


industries, is ready to do its part 


in supplying others 


with capital funds. 


EQUITABLE 


Securities 


BROWNLEE O. CURREY, PRESIDENT 
322 UNION STREET, NASHVILLE 3, TENN. 


Corporation 


TWO WALL STREET, NEW YORK 5, N. Y. 


cars. At Clewiston 
house in America, 
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New ABA President Outlines Plans 


C. W. Bailey, President of the 
First National Bank of Clarksville, 
Tenn., on Sept. 25 was elected 
President of the American Bank- 
ers Associa- 
tion at 72nd 
Annual Con- 
vention held 
at the Stevens 
Hotel, Chi- 
cago. In his 
inaugural ad- 
dress, deliv- 
ered the same 
day, Mr. Bai- 
ley urged the 
members to 
take advan- 
tage of the 
services of- 
fered by the 
executives 
and staff of 
the Association in their New York, 
Washington and Chicago offices. 
He also pointed out that members 
ef the various committees, com- 
missions and councils will have 
“work to do,” and in mentioning 
specific proposals, he recommend- 
ed area bank management con- 
ferences, improvement of rural 
banking, and closer correspondent 
relationships between banks. 

The text of Mr. Bailey’s inaugu- 
Yal address follows: 

Today I am mindful of the 
compliment you have paid in 
électing me to the Presidency of 
the American Bankers Associa- 
tion. Likewise I am thoughtful 
of the responsibility which you 
have placed on me. In the same 
vein, I am aware of the opportu- 
nity which is presented to all of 
us to make this year in American 
banking one marked by progress 
in every phase of management. To 
meet the challenge of that oppor- 
tunity will be our goal. 

As we look forward to the ac- 
tivities of the year, I would like, 
first of all, to remind you that 
there are so very many ways in 
which the executives and staff of 
the Association in New York, in 
Washington and here in Chicago, 
can be of great help to you in 





Cc. W. Bailey 


bank relationships. 


charting your course and solving 
your problems. Times does not 
permit even a limited outline. But 
during the year we plan to pre- 
sent to you a factual demonstra- 
tion of what is going on in these 
offices that is calculated to help 
you along the road to the best in 
banking. 

During the two years which 
have elapsed since last we met 
here in Chicago you may have 
lost some of your intimate con- 
tact with those who have served 
you in the American Bankers As- 
sociation. No general convention 
was held and you were thoughtful 
of worldwide problems which en- 
gaged you in many of those 
months. 

Now, here we are back again in 
convention. We are getting closer 
together. We are renewing old 
relationships. We look forward 
to years of accomplishment. 


During the year it is our plan, 
if hotel and other facilities are 
available, to have a group of area 
bank management conferences. To 
these we will bring members of 
the official staff, and we hope 
that you will attend and confer 
with them and give them an op- 
portunity to contribute something, 
out of their broad experience, 
that will aid you in operating the 
best banks of which you are capa- 
ble. These will be working con- 
ferences and they will be brief. 
If you approve of the idea and 
have some suggestions to offer, 
you should be prompt in making 
your ideas known. There are 
many topics which we can discuss 
together at these conferences 
which will be of great benefit. 

Because I have for nearly forty- 
three years been a country banker, 
I have a very natural ambition 





that the country banks through- 
out this nation shall measure up 


| ture. 


C. W. Bailey in inaugural address proposes regional group management con- 


ferences and improvement in rural banking. Urges closer correspondent 


Says there will be new work to do by Committees, 


in every way in meeting the bank- 
ings; needs of the trade areas which 
they serve. It has been most 
gratifying to observe the verv 
marked progress in management 
which has been made by many of 
these country banks, and I shall 
look to all of them throughout 
this year for redoubled effort and 
evidences of accomplishment. A 
well balanced rural _ banking 
structure is essential to a sound 
national economy. 

In the attainment of this ideal 
in rural banking, those who serve 
as correspondent banks can be 
most helpful. Their experience is 
very broad. Much that they have 
garnered from that experience 
will aid the rural banker in mak- 
ing plans and developing a policy 
of successful management. 

So I appeal for a closer cor- 
respondent bank relationship— 
one that is built and maintained 
on a spirit of mutual confidence 
that will endure. 

Those of you who will be asked 
to serve on Committees, Commis- 
sions, or Councils will be charged 
with a responsibility of perform- 
ance. No one appreciates more 
than I what marvelous talent is 
available in the membership of 
the Association to fill these ap- 
pointments. Observation over a 
period of years has developed a 
very high estimate of the worth 
of this voluntary talent in serving 
the needs of the membership. 
Many days of valuable time have 
been given willingly and gener- 
ously, often without reimburse- 
ment for out-of-pocket expense. 


Those who have. served in the 
past have set high standards for 
those who will sérve in the fu- 
If and when you are called 
I appeal to you that you re- 





on, 


spond in the same spirit as your 





Commissions and Councils in ABA organization. 


predecessors. There will be work 
to do. 

A year hence I want to look 
back with you over’. twelve 


months of great progress in every 





level of banking. That goal can 
only be reached through individ- 
ual accomplishment. In its attain- 
ment I pledge you the best of 


which I am capable, and I shall 
hope for the same from you. May 
I have that? 

If there are times when we do 
not agree, we must eounsel and 


inot criticize. 





Fund and Bank End First Annual Meeting 


Hugh Dalton, British Chancellor of Exchequer, replaces Secretary 
Snyder as Chairman of both institutions. Italy, Turkey, Syria and 
Lebanon admitted, but Russia still abstains from membership. 
Britain given leeway for altering value of pound. 


The first annual meeting of 


the Boards of Governors of the 


International Monetary Fund and the International Bank for Recon- 


struction and Rehabilitation ended® 


a seven day session in Washing- 
ton on October 3, with the elec- 
tion of Hugh Dalton, Chancellor 
of the Exchequer of Great Britain 
and the representative of that 
country, as Chairman for the next 
session to be called in London.a 
year hence. Mr. Dalton replaces 
Secretary of the Treasury John 
W. Snyder, who was named 
Chairman of both Boards of Gov- 
ernors at the organization meeting 
in Savannah, Ga., last March. 


New Members Admitted 

Early in its proceedings, the 
Governors of the International 
Monetary Fund admitted to mem- 
bership Italy, Turkey, Syria and 
Lebanon. Italy is the first enemy 
nation admitted. The only coun- 
try opposing its admittance was 
Yugoslavia. Admission of the four 
new members to the Monetary 
Fund now brings to 43 the num- 
ber of nations entitled to draw on 
its resources and bound by its ob- 
ligations for relaxing exchange 
restrictions. As a result of addi- 
tions to membership and the in- 
crease in the quotas of France 
and Paraguay the capital of the 
International Monetary Fund was 




















{ncorporated 


October 9, 1946. 





BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO. 
SMITH, BARNEY & CO. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Debentures. 


The offer is made only by the Prospectus. 


$75,000,000 


The Pacific Telephone and Telegraph Company 
Forty Year 27s% Debentures due October 1, 1986 


Interest payable April 1 and October 1 in New York City or in San Franciseo. 





Price 103/%4% and Accrued Interest 





Copies of the Prospectus may be obtained from only such of the undersigned as may legally offer 
these Debentures in compliance with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
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increased to $7.7 billions. The gov- 
ernors fixed the _ subscription 
quotas for the new members as 
$180,000,000 for Italy, $43,000,000 
for Turkey, $6,500,000 for Syria 
and $4,500,000 for Lebanon. 


Britain Wins Point 


The governors of the Interna- 
tional Fund also approved a reso- 
lution providing for depreciation 
of a nation’s currency, when this 
appeared necessary to correct “un- 
employment of a chronic or per- 
sistent character,’ caused by an 
unfavorable balance of trade. This 
action was urged by Hugh Dalton, 
British representative of the 
Bank and Fund. 


It was maintained, however, that 
in granting the right of a nation 
to maintain “full employment” 
within the scope of the Fund’s 
authority to permit major revalu- 
ations to correct a “fundamental 
disequilibrium,’ the Fund Gov- 
ernors had the right to pass upon 
the propriety of the measures 
proposed to be taken. 

“T am happy to take notice of 
the interpretative declaration now 
made by the executive directors 
on the subject of full employ- 
ment,” Mr. Dalton declared. “The 
Government of the United King- 
dom has stated its intention to 
maintain full employment and 
has requested an interpretation of 
the articles of agreement as to 
whether steps necessary to pro- 
tect a member from unemploy- 
ment of a chronic or persistent 
character, arising from pressure 
on its balance of payments, shall 
be measures necessary to correct 
a fundamental disequilibrium. 
This declaration, although made 
in response to a request by the 
United Kingdom, will also, I am 
sure, be of great interest to all 
other governments who share our 
firm intention to maintain full 
employment for our own people.” 


Russia Abstains From 
Membership 


Although Russia was a party to 
the Bretton Woods Conference 
which set up both the Fund and 
the Bank, and has had observers 
at the subsequent proceedings, it 
has not*yet formally joined either 
of the two institutions. The final 
date limiting the period when 
Russia can decide whether it will 
become a member has been set at 
December 31st of this year, and 
the Governors of the institutions 
have decided not to use any per- 
suasive measures to get this one 
of the “Big Five” to join. 


World Bank to Have an 
Advisory Board 


The International Bank’s gov- 
ernors adopted a resolution to set 
up an advisory board, with rep- 
resentatives of industry, finance 
labor, commerce, agriculture, 
science and the general public. 

This board would have a 
Chairman who, according to the 
Bank, “should be a personality of 
general eminence.” The council 
would meet annually at least 
three months before the annual 
meeting of the Governors and 
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would advise the executives who 
would include the _ council’s 
recommendation in their annual 
report. 

In the regulations adopted by 
the Bank, provision is made for 
special meetings of the board of 
governors. The governors are re- 
quired to meet annually by the 
articles of agreement, but the new 
rules require the directors to call 
a special meeting whenever re- 
quested by five bank member na- 
tions or by members having at 
least one-fourth of the total voting 
power. 


Cobb Is Adv. Mer, of 
Distributors Group 


The appointment of William T: 
Cobb as advertising manager of 
Distributors Group, Inc., 63 Wall 
Street, New York City has been 
announced. 
Mr. Cobb will 
supervise 
public rela- 
tions, adver- 
tising and pro- 
duction of 
sales litera-} 
ture for the 
company, dis- 
tributors of. 
Group Secur-| 
ities, Inc., one 
of the largest 
mutual i n-| 
vestment 











funds in the k 
country. William T. Cobb 
Mr. Cobb ° 


formerly was a Vice-President of 
Albert Frank-Guenther Law, ad- 
vertising, and prior to that time 
copy director of the agency. He 
has also served as an editorial 
writer on “The Wall Street Jour- 
mal” and editorial director of 
Cambridge Associates, Boston. 
OO 


Exec. Committee of 
Inv. Companies Ass’n 


The National Association of In- 
vestment Companies has _  an- 
nounced the election to its Ex- 
ecutive Committee of Herbert R. 
Anderson, Executive Vice-Presi- 
dent, Group Securities, Inc.; O. 
Kelley Anderson, President, Con- 
solidated Investment Trust; Harry 
A. Arthur, President, Blue Ridge 
Corporation; Charles F. Eaton, Jr., 
President, Eaton & Howard In- 
corporated; R. E. Macgregor, Pres- 
ident, Investors Syndicate; Cyril 
J. C. Quinn, Vice-President, Tri- 
Continental Corporation; and S. L. 
Sholley, President, Keystone Cus- 
todian Funds, Inc. 

Those continuing to serve on 
the Committee are Hugh Bullock, 
President, Calvin Bullock: Paul C. 
Cabot, President, State Street In- 
vestment Corporation; R. Sher- 
rard Elliot, Jr., Vice-President, 
The Equity Corporation; Merrill 
Griswold, Chairman, Massachu- 
setts Investors Trust; James H. 
Orr, President, Railway and Light 
Securities Company; Harry I. 
Prankard, 2nd, President, Ameri- 
can Business Shares, Inc.; Dorsey 
Richardson, Vice-President, The 
Lehman Corporation; and Hard- 
wick Stires, Partner, Scudder, 
Stevens & Clark. 

John M. Sheffey continues as 
Executive Secretary of the Asso- 
ciation. 


Wm. Byrne Partner in 
Camphell, Phelps & Co. 


William D. Byrne has been 
made a partner of Campbell, 
Phelps & Co., 70 Pine Street, New 
York City. Prior to the war Mr. 
Byrne was associated with Shields 
& Co. and subsequently with 
H. C. Wainwright & Co. as man- 
ager of the municipal bond de- 

















partment of the New York office. 





This is not an Offering Prospectus. The offer of these stocks is made only by means of the Offering Prospectus, 
These securities, though registered, have not been approved or disapproved by the Securities and 
hange Commission, which does not pass on the merits of any registered securities. 


H. J. HEINZ COMPANY 


MAKERS OF THE ‘57 VARIETIES" 


100,000 Shares 3.65% Cumulative Preferred Stock 


(par value $100 a share) 


200,000 Shares Common Stock 


(par value $25 a share) 





The Preferred Stock is redeemable, at the option of the Company, in whole or in part, initially at $107.75 and accrued dividende 
and is also redeemable through coapadienl of the sinking fund initially at $105.25 and accrued dividends, 
These redemption prices decrease periodically on and after October 2, 1951. 





An annual sinking fund payment equal to the lesser of (a) $200,000 or (b) consolidated net earnings of the preceding fiscal 
year after preferred dividends hy be applied to the retirement of Preferred Stock through purchase or redemption. 





In the opinion of counsel, the Preferred and Common Stocks are exempt from personal property taxes in Pennsylvania, and 
the Preferred Stock is a legal! investment for life insurance companies in Connecticut, Iowa, Massachusetts, 
Minnesota, New Jersey, New York, Ohio, Virginia and Wisconsin and for trust funds in New Jersey. 





he C ny will make application for the listing of the Preferred 
¥ Shock andl Communes Stock on the New York Stock Exchange. 





The following is the Company’s brief outline of certain information contained in the Offering Pros- 
pectus and is subject to the more detailed statements in the Offering Prospectus and the Registration 
Statement, which also include important information not outlined or indicated herein. The Offering 
Prospectus should be read prior to any purchase of these stocks. 


THE COMPANY UH. J. Heinz Company, incorporated in Pennsylvania in 1900, succeeded to a business originally 

founded in 1869. The Company and its subsidiaries are engaged in the processing, packing 

and sale of an extensive line of food products, including soups, baby foods, ketchup and other tomato products, 

baked beans, pickles, vinegar, spaghetti and condiments. The Company sells directly to retail outlets including 
about 200,000 grocery accounts. nae 

The Company now operates 13 factories and its subsidiaries operate 2 factories in Canada, one in England, one 

in Australia and an olive plant in Spain. A second factory in England is expected to commence operations this year. 


ai antes aa Gpeit 90, 19 Sass 
—(shares) __ ——{eheres) _ 
14% Cumulative Preferred ($100 par) (authorized 50,000 shares)......... 50,000 None 
+t3.65% Cumulative Preferred ($100 par) (authorized 100,000 shares)...... None 100,000 
*Common Stock ($100 par) (authorized 360,000 shares)...............+..+. 302,266 None a 
**Common Stock ($25 par) (authorized 2,000,000 shares)................-. None 1,409,064 


+To be redeemed and cancelled. {tA series of the Cumulative Preferred Stock ($100 par) of which 200,000 shares 

are authorized. *Excludes 57,784 shares in treasury. **On October 8, 1946, the Common Stock ($100 par) was 

split on a 4 for 1 basis. *** Excluding 280,936 shares remaining in the treasury; the remaining 860,000 author- 

ized shares are unissued. 
Bank loans amounted to $2,500,000 on April 30, 1946 and by September 30, 1946 had increased to $14,500,000, due 
largely to seasonal crop purchases and increased inventories. 


PURPOSE The net proceeds (estimated at $17,680,350, after expenses) will be applied to the extent of $5,150,000 to 


OF ISSUE the redemption of the 4% Cumulative Preferred Stock; the remainder (estimated at $12,530,350) will 


be added to the working capital of the Company. These funds may be used for inventories, invest- 
ments in accounts receivable, reduction of bank loans, improvement of plants, or the purchase of additional —.. 
ment or other property or businesses. If additional funds are required, the Company may provide them out of its 
cash resources, or from the proceeds of the sale of additional securities, or from borrowing. Pos 


EARNINGS The following condensed summary of earnings of the Company and its consolidated subsidiaries 

has been vom thee by the Company and has been reviewed by Touche, Niven & Co., independent 
public accountants. This summary is subject to the financial statements and summary of earnings in the Offering 
Prospectus together with the notes thereto. 








Net Income Net Income : 
Yeer Before Provisions Net susome ie, Ries Pp — he Frotane = ae 
, 4k " Ne ovisi nsfe 
ert Soles atemoniten Con +. sn a April 30 Sales Contingencies Contingencies to Surplus 
"1937 $53,980,692 $4,345,260 $........ $4,345,260 1942 $71,900,304 $3,922,484 $698,434 $3,224,050 
1938 37 ,080,913 5399-213 100,000 3,299,213 1943 84,076,441 3,650,797 330,763 3,320,034 
1939 58,827,133 3,002,604 100,000 2,902,604 1944 93,351,553 3,888,748 224,183 3,664,565 
1940 62,715,172 2,945,307 500,000 2,445,307 1945 112,815,488 4,482,054 1,082,020 3,400,034 
1941 62,021,688 4,647 ,369 1,085,792 3,561,577 1946 114,150,564 4,680,892 628,808 4,052,084 
DIVIDENDS The Company has paid a cash dividend on its Common Stock every year since 1911. Consolidated 


net profit exceeded cash dividends in each of these years except in 1932, when dividends were 
$1,500,000 and earnings were $88,766, and in 1933, when dividends were $1,200,000 and there was a consolidated net 
loss of $880,824. The Treasurer of the Company intends to recommend at the December quarterly dividend meet- 
ing of the Directors of the Company that a dividend of 45c a share on the Common Stock be paid in January 1947. 


PREFERRED AND The Cumulative Preferred Stock has no voting rights except certain special voting rights 
COMMON STOCKS as specified in the Articles of Incorporation. The Common Stock has one vote per share. 

The Preferred and Common Stocks will be fully paid and non-assessable, except for statutory 
liability for salaries and wages. 


UNDERWRITING Subject to certain conditions, the Underwriters, named in the Offering Prospectus, have 
severally agreed to purchase the Preferred Stock at $100.50 a share and accrued dividends and 

the Common Stock at $38.80 a share. The aggregate offering price to the public for the Preferred Stock is $10,275,000 

and accrued dividends and for the Common Stock $8,200,000. The aggregate underwriting discounts are $665,000. 





Price of the Preferred Stock $102.75 a share 


and accrued dividends 


Price of the Common Stock $41 a share 





The Underwriters have agreed to purchase the Preferred and Common Stocks when, as and if issued 
and subject to the approval of Davis Polk Wardwell Sunderland § Kiendl, counsel for the Underwriters 
and Reed, Smith, Shaw § McClay, counsel for the Company, and to certain further conditions. It is 
expected that delivery of certificates for the Preferred and Common Stocks will be made on or about 
October 15, 1946, against payment therefor in New York funds, 





ITATE THE OFFERING, IT IS INTENDED TO STABILIZE THE PRICES OF THE PREFERRED AND COMMON STOCKS. THIS 
- PACISTA TEMENT IS NOT AN ASSURANCE THAT THE PRICES OF THE ABOVE SECURITIES WILL BE STABILIZED OR THAT 
THE STABILIZING, IF COMMENCED, MAY NOT BE DISCONTINUED AT ANY TIME. 





Further information, particularly financial information, is contained in the Registration Statement on file with the 
Commission and in the Offering Prospectus which must be furnished to each purchaser and is obtainable 
from only such of the undersigned as may legally offer these securities in compliance with 
the securities laws of the respective States. 


MORGAN STANLEY & CO. 
THE FIRST BOSTON CORPORATION HARRIMAN RIPLEY & CO. 


Incorporated 
SMITH, BARNEY & CO. BLYTH & CO., INC. GLORE, FORGAN & CO, 
GOLDMAN, SACHS & CO. KIDDER, PEABODY &.CO. UNION SECURITIES CORPORATION 
DREXEL & CO. MERRILL LYNCH, PIERCE, FENNER & BEANE 


Dated October 10, 1946 
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The past year has been full 
of rapidly moving events for the 
banks and the economy. During 
the year, I had the opportunity to 
meet with 
many bankers 
throughout 


the nation. I 
have been 
deeply im- 


pressed by the 
spirit which I 
have observed 
among bank- 
ers in every 
section of the 
country. They 
demonstrate 
am interest in, 
amd an alert- 
mess to, the 
preblems that 
ame important, 
not only to the banks, but to all 
segments of the economic activity 
im the nation. 


I found, in attending State 
conventions, that the programs of 
those meetings were devoted to 
both a discussion of -problems 
that were local in nature, and to 
problems relating to the national 
economy. This is a reflection of 
a basic political philosophy in 
the United States—the dual sys- 
tem of government. By the -use of 
State and local governmental 
units to deal with local problems, 
fall advantage is secured of local 
imitiative. This is a source of self- 
reliance, and provides a medium 
for freedom of thought and ex- 
pression. Likewise, a national 
government exists to deal with 
preblems of a national and inter- 
national scope. This dual system 
is an element of strength in our 
form of government, and in our 
own organization as well. In every 
State convention, there was dem- 
omstrated a keen understanding of 
of local problems’ and a full 
resegnition of the economic de- 
velopments which only a national 
organization is in a position to 
treat with effectively. 


ABA Activities 


Your national organization is 
well prepared to carry out its re- 
sponsibilities. The broad range of 
activities carried on by its many 
commissions and committees, and 
the services performed by its 
staff, cannot be adequately de- 
scribed. It is to be realized that 
the American Bankers Association 
is fundamentally an educational 
institution, devoted to improving 





Frank C. Rathje 





*An address by Mr. Rathje be- 
fore the 72nd Annual Convention 
of the American Bankers Associa- 
tion, Chicago, Ili., Sept. 24, 1946. 








By FRANK C. RATHJE* 


Banks Look Forward 


Retiring President, American Bankers Association 
President, Chicago City Bank & Trust Co. 


Retiring ABA President asserts war’s end has brought neither peace nor economic 
stability and wartime problems remain. Says instability makes it extremely 
hazardous to make long-term commitments, since current price levels and 
incomes may decline again. Criticizes Federal Reserve recommendation 
for increased credit controls and attacks credit expansion policies of gov- 


ernment lending agencies. 


Sees danger to normal credit structure in 


government guarantees and expresses concern regarding future 
dollar stability. Holds profit incentive essential to economic de- 
velopment and concludes, that despite difficulties, economy is 


the technique of banking, and to 
training the personnel of its mem- 
ber banks to a higher degree of 
efficiency in serving the people 
of this nation in an important 
phase of our national economy. 

Rapidly changing conditions, 
not only in our domestic monetary 
affairs, but internationally as 
well, make it an ever greater ne- 
cessity that we equip ourselves 
with that knowledge which will 
enable us to render conipetent 
service in all phases of the bank- 
ing business. 


In the fall of 1945, the national 
government was in the process of 
demobilizing 12 million men and 
women who had given to the na- 
tion their heroic services. More 
than a year has passed since the 
end of the war. Those months 
have brought neither peace nor 
economic stability. We have found 
again, to our disappointment, 
that wars do not solve all prob- 
lems. In some instances, wars ag- 
gravate existing difficulties and 
create new misunderstandings. 
What we tried to achieve at so 
great a cost in the recent war, 
Was an assurance that we would 
have the opportunity to solve in- 
ternational problems by the use 
of demotratic principles and pro- 
cedures. To us, that right was so 
valuable that its establishment 
was worth any expenditure of 
effort which was required to cre- 
ate it. It is to be hoped that we 
may now be permitted to solve 
those problems by peaceful means, 
yet not to a point where we will 
sacrifice the dignity or the in- 
tegrity of this great nation. 


Your association planned early 
to help the veteran readjust him- 
self in his business, in his home, 
on his farm, and in his com- 
munity. We realized that mem- 
bers of the armed forces had, 
throughout their service, re- 
mained civilians at heart, and 
their cherished desire was to re- 
sume once more, the ways of 
peace. 


As one of the expressions of 
the nation’s gratitude for the sac- 











HAWAIIAN 





NEW YORK STOCK EXCHANGE 
HONOLULU STOCK EXCHANGE 


5 SAN FRANCISCO ° 








PACIFIC COAST 
AND 





Direct Private Wires 





DEAN WITTER & Co. 


MEMBERS 


and other principal Security and Commodity Exchanges 

14 WALL STREET, 
Telephone BArclay 7-4300 

LOS ANGELES . 


SECURITIES 


es 


SAN FRANCISCO STOCK EXCHANGE 
LOS ANGELES STOCK EXCHANGE 


NEW YORE 5, N.Y. 


HONOLULU 

















fundamentally sound. 


rifices made by the veterans, the 
Servicemen’s Readjustment Act 
was passed in June, 1944. In spite 
of the commendable objectives of 
that law, in its actual operation, 
it °was found to be unworkable. 
Accordingly, changes were en- 
acted in December 1945, with the 
purpose of remedying the existing 
defects. Unquestionably, these 
amendments represented an im- 
provement of the original law. 


Wartime Problems Remain 


However, there yet remain prob- 
lems which should be a cause for 
deep concern to all who are sin- 
cerely interested in the welfare 
of both the veteran and the econ- 
omy. The present phase of eco- 
nomic activity may be one in 
which it is extremely hazardous 
to enter into long-term debt com- 


mitments. Currently, employ- 
ment, prices, and incomes are 
high. Throughout our history, 


market values have fluctuated. If 
the past is a guide to the future, 
there is a probability that cur- 
rent levels of prices and incomes 
will decline again, at least to 
stable values. If this occurs, pres- 
ent commitments ‘entered into by 
the veteran may constitute for 
him a burdensome obligation. It 
is the responsibility of all bank- 
ers, that we lend the veteran not 
only capital for sound ventures, 
but make generous contribution 
to him of our experience. The 
veteran needs advice and coun- 
sel. In many cases, competent 
guidance will be of greater value 
to him than the assumption of a 
debt, for whatever purpose cre- 
ated, which he may find an undue 
burden in the years to come. 


Credit Needs of Small Business 


When the war ended, much was 
said of the credit needs of small 
business concerns. We recognized 
that the war had caused the dis- 
continuance of thousands of small 
business units for its duration. We 
also recognized, that with the re- 
turn of peace, the opportunity 
must be provided for small busi- 
ness units to secure the financial 
means to reestablish these enter- 
prises. Provision was made for 
the extension of adequate credit 
to these units by the use of the 
lending facilities of individual 
banks, by the extension of corre- 
spondent relationships and by the 
creation of credit groups. As the 
sound credit needs of American 
business, large and small, are pro- 
vided, we are building a credit 
structure within the banking sys- 
tem. That credit structure should 
be carefully developed, so that it 
will not be vulnerable to normal 
fluctuations in prices, incomes, 
and in the level of business activ- 
ity. 


Credit Expansion and Government 
Lending 


In the last report of the Board 
of Governors of the Federal Re- 
serve System, additional powers 
are requested for the purpose of 
controlling credit expansion. The 
bankers of the nation are not con- 
vinced of the desirability or the 
necessity of this legislation, as it 
is recommended by the Federal 
Reserve Board. Legislation of 








this type would obstruct banking 
services. It should be avoided 
until such a time as the absoiute 
necessity therefor prevails and is 
fully recognized. 

In this connection, it is disturb- 
ing to observe the inconsistency 
between the various governmental 
agencies with respect to credit 
policies. While the Federal Re- 
serve Board is requesting addi- 
tional power to control credit ex- 
pansion, other governmental 
agencies are engaged in vigorous 
efforts to expand credit. 


The Patman Bill, establishing 
an emergency housing program, 
which in many respects has laud- 
able objectives, provides for in- 
surance by the Federal Housing 
Administration of mortgages 
bearing a ratio of 90% to the cur- 
rent necessary costs of construc- 
tion. Construction costs have 
risen since 1939 by 65%. If we 
experience future fluctuations in 
costs similar to those which have 
occurred in the past, the mort+ 
gages based upon current levels of 
costs of construtcion will prove 
to be unsound. 

The Wagner-Ellender-Taft bill 
is not designed to meet the pres- 
ent housing shortage. It is alleged 
to be a long range housing pro- 


gram. Your association made a}. 


careful analysis of this bill and 
testified against it. It was not re- 
ported out of the House Commit- 
tee considering it. In our study, 
we found most of its provisions 
not only unnecessary, but highly 
inflationary. 


This bill provides for insurance 
by the Federal Housing Adminis- 
tration of mortgages bearing a 
ratio of 95% to appraised value. 
In the years ahead it can result 
in $60 to $80 billions in new mort- 
gages, with such mortgages hav- 
ing a final maturity date of 32 
years. When we realize that the 
increase in the mortgage structure 
during the decade of the 1920’s 
was $20 billions, one is prone to 
be deeply concerned about the 
destiny of the potential mortgage 
structure that would be developed 
under this bill. 


There is, at the present time, 
ample mortgage credit available 
at reasonable rates. The present 
lack of new housing is due to 
the shortages of materials and 
the high costs of construction, 
and not to the lack of mortgage 
money. 

Another type of credit stimula- 
tion by abnormal processes is 
represented by the Reconstruction 
Finance Corporation’s blanket 
participation program. The stim- 
ulus to credit expansion given by 
this program is unnecessary and 
untimely. The banks, at the 
present time, have sufficient re- 
sources to meet any demand for 
credit required by American busi- 
ness of all types. An aggressive 
policy of credit expansion, at 
present price levels, by a govern- 
mental agency, is to invite the 
danger of speculation and over- 
expansion. 

Many of the government lend- 
ing activities were initiated in 
the early 1930’s, when employ- 
ment and prices were low, with 
fear a dominant influence in 
lending activities, 


These government lending 
agencies may be said to have 
made a useful contribution in aid- 
ing business to rehabilitate its 
productive activity in those early 
reconstruction years. Because 
those agencies proved to be polit- 
ically popular, there is a threat 
that they will be continued dur- 
ing a period when employment, 
prices, and general business activ— 
ity are at a very high level, and 
when ample bank credit is avail- 
able. 

Danger of Government 
Guarantees 


It is to be known that the banks 
of the nation are now building a° 
normal credit structure based 
upon sound credit risks. To add 
to that normal credit structure a 
large volume of credits based 
upon guarantees and insurance 
provided by the Federal govern- 
ment, or its several agencies, con- 
stitutes a danger to our general 
economy of grave proportions. 

Of a more serious nature is the 
provision of the -Reconstruction 
Finance Corporation pronounce- 
ment, which results in the virtual 
abolishment of the limitation 
upon the amount a bank may loan 
to a single borrower. A bank can, 
without criticism of the super- 
visory authorities, make a loan 
four times its statutory lending 
limit, with the Reconstruction Fi- 
nance Corporation guaranteeing 
the excess. This violates a tradi- 
tion of long standing which has 
proved of great value to the 
soundness of the banking system. 
The destruction of this funda- 
mental principle of banking-is to 
be regretted. One of our past 
presidents has devoted much time 
and thought to this activity. He 
will address this convention on 
that subject tomorrow, at greater 
length. 


The Future Price Level 


Traveling throughout the na- 
tion, I found that the problem of 
greatest concern to bankers was 
that of the future of the price 
level. Examples of different types 
of price rises in the countries 
throughout the world during the 
period between the close of the 
first World War, and the begin- 
ning of World War II, are nu- 
merous. Of course, We are in no 
danger of the German monetary 
experience which culminated in 
the extreme currency inflation of 
1924. The American dollar is the 
strongest man-made force in the 
world today, and will continue to 
be so. This is not to say, however, 
that its purchasing power may not 
fluctuate from time to _ time. 
‘After the first World War, prices 
in the United States rose and de- 
clined. These fluctuations were 
based upon changes in the supply 
of goods available and the demand 
therefor, with the monetary unit 
based upon the statutory price of 
gold essentially stable. 


The example of the French 
franc, however, presents a differ- 
ent picture. At the outbreak of 
World War I, the French frane 
was valued at 19.3c in terms of 
gold, or approximately five francs 
to one American dollar. By 1933 
its value had declined to a point 
where it was worth 15 francs to 


the dollar. As a consequence of 
seven successive statutory de- 
valuations, the most recent in 


December, 1945, the franc has de— 
clined in value to an official 
level of 84/100 of one cent, or 119 
francs to one American dollar. 
This is an example of a monetary 
deterioration, which was not 
dominated by variations in the 
supply of, and demand for, goods, 
but by a permanent decline in the 
purchasing power of a monetary 
unit. 


In the United States, since 1933, 





significant changes have taken 
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place in our monetary affairs, the 
effects of which we have not yet 
fully learned. 


One: In March, 1933, the United 
States abandoned the gold stand- 
ard. 


Two: In January of 1934, the 
price of gold was increased from 
$20.67 an ounce, to $35.00 an 
ounce. 


Three: The volume of money in 
circulation has increased from 
$5% billions, in 1933, to over $28 
billions currently. 

Four: During the same period 
of time, bank deposits have in- 
creased from $37 billions, to $150 
billions. 


Five: The required reserve of 
gold certificates against Federal 
Reserve netes in circulation has 
been reduced from 40%, to 25%. 


Six: Likewise, the required gold 
certificate reserve against Fed- 
eral Reserve Benk deposits has 
been decreased from 35%, to 25%. 


Seven: Wage levels have in- 
creased since 1939 by 60%. 

The problem which is uppor- 
most in the minds of many stu- 
dents of the economy at the pres- 
ent time, can best be expressed in 
two questions: 

First: Are the increases in the 
price levels that have taken place 
due to temporary scarcities in 
supply and a temporarily in- 
creased worldwide demand? or 

Second: Are the price rises due 
to fundamental changes in our 
monetary affairs since 1933? 

Eithér the economists who pre- 
dict a “boom and a bust” are 
right, or we have moved our price 
level to a permanently higher 
plateau. It is possible, also, that 
the changes in the price level 
which we are currently experi- 
encing represent a combination of 
both factors, and that both are ex- 
erting their force. 


Stability of Dollar a Crucial 


Problem 
The rapidly moving develop- 
ments which continue to take 


place, make it impossible to reach 
a sound conclusion on these ques- 
tions. Nevertheless, this is one of 
the most crucial problems which 
faces the American business man 
and banker alike. It is one, which 
must be continuously studied to 
follow the trend that is developed. 
Unquestionably, the activity of 
labor unions will play a domi- 
nating role in affecting the future 
level of prices. It has come to be 
generally recognized that the 
costs of production are the pivot 
around which the price level 
must move. Labor costs repre- 
sent a major portion of the costs 
of production. It was the sizable 
Wage increases given to labor 
unions in the early part of this 
year which represented the main 
force that broke the price line 
which the Administration said it 
was seeking to maintain. 

In the United States, there were 
nine million unemployed in 1939. 
This was due, in part, to the fact 
that wage levels had risen during 
the 1930’s at a faster rate than 
labor’s productivity. As a result, 
the volume of profitable opera- 
tions was so curtailed that large 


numbers were unemployed. There 
is general agreement that the de- 
mands of labor were a major 
cause of the progressive impair- 
ment of the value of the French 
franc. Reports of the economic 
conditions in England point to a 
situation in which labor groups 
during the 30’s took such an in- 
creasing proportion of the re- 
wards of industry, and exercised 
such a large measure of control 
over industrial operations, that 
the incentives of industrial own- 
ers to improve and modernize 


buildings and equipment were im- 
paired. This had serious conse- 
qgences for the British export 
markets. 


As early as 1938, Eng- 





land began to lose leadership in 
those lines of foreign trade in 
which she had enjoyed world su- 
premacy for a long period of 
years. 

Labor should recognize the cru- 
cial role which it plays in the eco- 
nomic life of the nation, and ex- 
ercise with a high sense of re- 
sponsibility the power which has 
come into its hands. Without the 
opportunity for reasonable prof- 
its, the incentive to improve busi- 
ness operations and techniques in 
this country will likewise be im- 
paired. 

The great opportunity which 





the United States has for con- 
tinued world leadership in its in- 


dustrial and economic develop- 
ment, depends in a large measure, | 
upon the incentives provided to | 
industry to carry on the technical 
progress which has been a source 
of strength for this nation. Suffi- 
cient incentives must be provided 
to all elements in the productive 
process, to function at maximum 
efficiency. Labor, too, must recog- 
nize that it has a stake in the 





free enterprise system, and in the 


philosophy in government which 
our forefathers established. 


Our Economy Fundamentally 
Sound 

The American economy is fun- 
damentally sound. Our productive 
potential is the greatest in the 
world. It is true that we have 
problems at the present time, but 
we have had problems at the end 
of every war. The difficulties we 
face. are of greater magnitude in 
this instance because the propor- 
tion of our national resources de- 
voted to this war effort was much 





higher, and the world-wide davas- 
tation wrought by the war was 
much greater. However, if the vic- 
tory which we achieved at the 
tremendous cost of lives, materi- 
als, and financial resources, has 
purchased for us the opportunity 
to solve these problems through 
democratic processes, then with 
faith, courage, and devotion to 
duty, our problems can be solved 
in a way which will justify an 
ever greater confidence in our 
American way of life. 

I still have great faith in the 
future of America. 
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Whether your interest in Great 
Britain is in business or travel, the 
Chase, the oldest American bank- 
ing organization in London, with 
three centrally located branches, 
and British correspondent banks 
throughout the United Kingdom, is 


admirably equipped to serve you. 


Chase officers are in close touch 
with commercial and financial de- 
velopments in Great Britain and, 
as a result, are in a position to be 
of particular assistance at this time 


to Americans who have British 


business interests. 


If you have a requirement touching 
on trade or travel in Great Britain, 
you are cordially invited to consult 


our Foreign Department officers. 


These facilities are also at the dis- 
posal of Chase correspondent banks 
in the United States and often en- 
able them to broaden their own 


service to customers. 
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“BIG BEN” still booms from Westminster's storied tower . 
its shadow. Visitors to London toda 
capital of the British Empire. 


BUSH HOUSE, ALDWYCH—In 
one of the best known business ad- 
dresses in London, this mid-town 
branch of the Chase is also conve- 
ment to the social life of the West 


Pain.» es 





Mee eS 


When in London, make the Chase your financial headquarters. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


HEAD OFFICE: Pine Street corner of Nassau 
Member Federal Deposit Insurance Corporation 


LONDON—6 Lombard Street « 51 Berkeley Square «+ Bush House, Aldwych 
Havana © San Juan * Panama « Colon « Cristobal * Balboa Offices of Representatives: Mexico City * Cairo * Bombay 


THE CHASE BANK: 


Parise 


Shanghai 


e Hong Kong © Tientsin 





nist to 


. . pealing over the Mother of Parliaments in 
y note the marked resurgence in the business and general activity of the 


51 BERKELEY SQUARE 
—This Chase branch in 
Mayfair is in the center of 
the hotel, shopping and 
theater districts of London’s 
fashionable West End, 


6 LOMBARD STREET—The 
main London branch, opposite the 
Bank of England, is in the very 
heart of the “City,"’ London’s great 
financial district, 
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It is a genuine pleasure for me 
to be here today to talk with the 
bankers of America. I feel my 
self to be among colleagues and, 
if I may say 
30, among 
friends. This 
jisby no means 
the first meet- 
‘ing of the 
‘ ‘American 
y Bankers Asso 
iciation I have 
‘peen_ privi 
ileged to at 
tend. But it is 
the first I 
have been 
privileged to 
address in an 
official capa— 
city as Secre 
tary ofthe 
















John W. Snyder 





Treasury. 

I welcome this opportunity for 
two reasons: First, 1 want to 
thank the bankers for the mag 
nificent service they have ren 
dered the country; and second, | 
want to talk about some impor- 
tant matters that are of mutual 
interest. 

On the first score, this meeting 
seems a fitting occasion for me to 
express again my personal appre 
ciation for the help and coopera 
tion which I have received from 
the banking profession, during my 
tours of duty as Federal Loan Ad 





ministrator, as Director of War 
Mobilization and Reconversion, 
and as Secretary of the Treasury 
since my appointment to that of 
fice. 





During the past two months, in 
particular, I have met with the 
Committee on Government Bor- 
rowing and the Savings Bond 
Committee of your Association, 
and with groups representing the 
savings banks, the insurance com 
panies, and other types of finan 
cial institutions. These meetings 


*An address by Secretary Sny 
der before the 72nd Annual Con 
vention of the American Bankers 
Association, Chicago, Ill., Sept. 24, 
1946. 


Fiscal Tasks Ahead 


have again confirmed my long-| ernment. 


community is able and willing to 
look beyond its immediate self 





| 


nancial problems of the country | 


well-being of the whole people. 


Cooperation of Banks and the 
Treasury 


The tradition of cooperation be 


: | 
tween the banking system andj 


Bankers 


economic 


By HON. JOHN W. SNYDER* 
Secretary of the Treasury 


Secretary Snyder, in acknowledging great aid afforded by banks to Treasury 
during and following the War, calls for continued ccoperation in fiscal. tasks 
ahead. Points out primary effort on fiscal front is to achieve -a balanced 
budget, and asserts ‘“‘we have done better than most people expected.”’ 
Says Government economies are put in force wherever. feasible, but ex- 
penditures, particularly for defense and debt service, remain high. 
Holds present tax levels must be maintained and interest rates 
remain low, and cites redemptions of short-term Govt. notes 
and campaigns to increase Savings Bonds sales as evidence 
of a policy of debt reduction to offset monetary inflation. 


have provided an opportunity for, bonds, which is manned by bank) counting upoa you bankers to 
a frank interchange of ideas. They | employees at no cost to the gov-;} provide our veterans with the 
are heavily | same fine service on their termi 
held conviction that the financial | represented throughout the state | na] leave bonds when they mature 
: organizations in the present sav-}as you are now offering them on 
'ings bond sales program, just as, the billions of dollars of savings | 
interest, and to consider the fi-| they were in the days of the war | bonds they own. 
loans. Many large industrial ccr 
from the point of view of the| porations have continued the pay—| tion to the work that you are 
| roll savings plan into the postwar | 
| period primarily because of the 
vision, and} 
| public spiritedness of the bankers | 
|on their boards of directors. 

I want you to know that this 


the Treasury is one of long stand—| cooperation is deeply appreciated | 


ing. But I need go back no fur 
ther than the war to illustrate how 
well it has worked. 

During the war, the banks 
threw themselves wholeheartedly 
into the sale of United States se 
curities. They gave generously of 
the time of their executives and 
their staffs and their facilities in 
the war loan campaigns and in 
the continuous sale of savings 
bonds. They cooperated with in 
dustrial corporations in the estab 
lishment and maintenance of pay 
roll savings plans. In addition, the 
magnificent job which they did 
in setting up a special system of 
banking for handling ration cou 
pons contributed in no small meas 
ure to the ability of the govern 











ment to carry through its vast 
program of wartime rationing. 





| in the Treasury. Indeed, 
to me a condition indispensable to 
the economic health of the nation. 
The government’s need of assist 
ance from the banks has certainly | 
not ended with the termination of | 
the war. You know the magnitude | 
of the fiscal problems which still | 
confrent us. We shall continue to} 
need your help in solving these | 
problems. You know the immense | 
difficulties of collecting a large | 
volume of taxes. 
shall continue to need, for a con 
siderable period of time, the tax | 
depositary facilities you have pro- | 
vided us during the war. 
great benefit to the Treasury to 
have tax collections paid through | 
deposits in local banks. 
| Now, as for the terminal leave 
| bonds which will soon be in the | 


it seems | 


} 
| 


[ am sure we| t 
| us still must face. 


It is a} 





All of this is, of course, in addi- | 


doing for us on savings boads 


| celebrated the end of the war. 
Today we have largely converted 
from the ways of war to the ways 
of peace and this conversion has 


icome, and employment are all 


which is so important to the suc 
cess of that program. 


Just a little Over a year ago we 


been so rapid and so successful 
that our levels of production, in 


closely comparable to the high 
levels we reached during total 
war. 

It was no smali part that the 


«ash transactions, will take in . 
more money this year than it will 
spend. 

Thus, for example, most of the ’ 
terminal leave pay—that is, over 
$2,000,000,000 of it—will not be 
paid in cash, but rather in termi- 
nal leave bonds.- Also, the inter- - 
est accruing on savings bonds 
which amounts to about $700,000._ » 
COO for the fiscal year, is treated 
®s a budgetary expenditure, but 
it will actually go to increase the 
value of the bonds, and will not 
be paid out in cash until the bonds 
are redeemed. In addition, inter— 
est earned by government trust 
funds—-which, in the aggregate, 
amounts to about $600,000,000 
represents a noncash transaction. 
As a result of these and other 
items, there will be what we may 
call a cash operating surplus of? 





|} almost $3,000,000,000. 


The noncash items have to be: 
paid when due, but it is helpful » 
that they do not involve cash out- 
lays to the public at the present. 
time. 

While nore of us likes the pro-° 
spective budget deficit of $1,900. 
000,000, yet it is a great improve. 
ment over the estimate made last 
January. At that time, the deficit 
was estimated at $4,500,000,000 for 
this fiscal year. Many of us had 
i\hoped that the improvement would 
be even greater. But a tremendous 
change has nevertheless taken 





bankers played in this rapid and 
successful reconversion. If this 
spirit and this performance can 
continue, it. will ease materially 


place from the deficit of $21,000,— 
600,000 in the last fiscal year, and 
$54,000,000,000 in fiscal 1945. 
Naturally there should be an im-— 





the difficult problems that all of 


I want to speak to you today 
about two important subjects. One 
of these is the need for balancing 
the budget. The other is the pub 
lic debt and the problems of man 


| aging it. These subjects are inter 


This cooperation of the banking | hands of 13 miliion veterans of | 


continuing in the postwar period. 





ale ahah , 
system with the government is | the war. You know thatt 
be a lot of 


| One of them will concern redemp- | 
Almost every bank has a sales | tion facilities. We shall need your | 


desk for United States savings’ help in this connection. 


problems 


here will | 
involved, 


We are) 
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related and, in fact, one common 
policy should be the rule for both. 


Achieving A Balanced Budget 
In the present economic en 

vironment, the Federal Govern 

ment should direct its primary ef 

fort on the fiscal front to achiev 

ing a balanced budget. Better yei, 
it should strive to achieve a sub 

stantial surplus of taxes over ex 
penditures to apply to debt reduc 
tion. These are the views I ex 

pressed the first day I entered the 
Treasury; and they have the full 
support of the President. 

Early in August, the President 
released revised budget estimates 
for the fiscal year 1947, estimat 
ing the budget deficit at $1,900, 
000,000. However, considering 


| that there are certain noncash ex 


penditures included in the budg 
et, the government, in current 


provement, for the war, as far as 
| the gunfire is concerned, is over. 
But, frankly, we have actually 
| done much better than most peo- 
ple expected could be done in the 
first wear after the cessation of 
hostilities. ' 
You know, it is easy to sit back 
‘and say that government expen— 
citures ought to be cut sharply to 
balance the budget. It is much 
harder, however, to put your 
finger on where the cuts ought 
to be made. There are people, 
unencumbered by the responsibil~ 
ities of office, who blandly say 
“reduce government spending by 
such and- such per cent right 
across the board.” They never get 
very specific about it. But a 
butchering job like that would 
create more troubles than it would 
solve. It was recently suggested, 
for example, that no less than two, 


| Federal pay roll,—as though es. 


services could be carried on. with— 
out personnel. Yet I think it will 





|f tell you that the Federal Gov 
ernment has already 
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million persons be fired from the. 


sential government agencies and. 


be interesting news te you. wher. 


released. 
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nearly one million 
ployees since VJ-Day. And we} 
have done this without increasing 
unemployment in the land or 
deurting the conduct of govern 
gnent business. It is worth noting, 
too, for the sake of realism, that 
total Federal expenditures for the 
operation of the Legislative and 
Judicial Branches and for ad 
ministration of the Executive 
Branch aside from military and 
veterams activities is about $2, 
000;000,000 for the fiscal year 1947 
or around 5% of all Federal ex- 
penditures. We want, of course, to 
reduce ‘these expenses as much ‘as 
possible, but obviously any cuts 
large enough to have any signif 
icant effect must come elsewhere. 

Public works is an area in which 
cuts im expenditures are often 
urged during times of inflationary 
pressures. This counsel is sound; 
‘but total Federal ‘expenditures for 
nonmilitary public works are es— 
timated at only a little over 
$1;000;000,000 for the present fis— 
cal -year. This includes the badly 
needed ‘housing program. 


Interest on the Debt 


One of the larger areas of gov 
ernment expenditures is that com 
posed of interest on the public 
debt, refunds of taxes, and vet 
erans’ benefits. Expenditures for 
these purposes are estimated at 
$13,000,000.000 this year. This is 
made up of $5,000,000,000 of in 
terest on the public debt, $6,200, 


cern | 
civilian. em} 


€nermous capacity ef-our country 
to produce and consume. 

Turning from expenditures to 
receipts, tax collections continue 
to run at a high level. As a re 
sult of the rap-d reconversion 
from’ war to .peacetime produc 
tion, our net receipts in this fiscal 
year are es_.imated at almost $40, 
000,000,000. This is only about 
$7;000,000,000 less than the peak 
collections reached during the war. 


Present Taxes to Be Maintained 


duce the deficit sharply. I be-' 
gress and 
believe, that for our common good 
our present tax levels must be 
maintained for some time. This is 
inescapable if we are to achieve 
a balanced. ‘budget and a surplus 
to be used to reduce the public 
debt. I know you will agree that 
the debt should be cut as much 
as possible in exceptionally pros— 
perous times such as thése; and, 


I think, that it is pure fantasy, if 
not.plain demagogy, to.talk of tai 
reduction and debt reduction in 
the same breath. 


In the tax field, it is the role of 


pend upon the action of Congress. 


Management of Debt 


Let us turn now to the manage 
ment of the public debt. I use the 





000,000 of veterans’ benefits, and 
$1,900,000,000 of tax refunds. 
There is litthe prospect of any sub 
stantial reduction in these expen 
ditures since they represent com 
mitments already made in ac 
cordance with Congressional man 
dates. 

Expenditures for international 
finance are estimated at $4,200, 
000,000. These expenditures are 
invesiments for the most part, but 
the figure does not make any al 
lowance for future repayments 
and recoveries. International fi 
nance represents about 10% of to 
tal expenditures; and, while this 
is a lot of money, there is no 
doubt that these are wise outlays 
in the interest of our interna 
tional responsibilities. 


National Defense Expenditures 


The new estimate for national 
defense for this fiscal year is $18, 
500,000,000 in a total budget of 
$41,500,000,000. The January bud- 
get estimate was about $15,000, 
000,000. There are two principal 
reasons for the increase. One of 
these is the payment of terminal 
leave to enlisted men—amounting 
to nearly $2,500,000,000—most of 
- which, as I have said, will be paid 
in terminal leave bonds. The 
other amounts to more than $500,. 
000,000 for the increase in pay of 
the armed forces provided for in 
legislation recently enacted. 


The determination of the amount 
or the necessity of particular ex- 
’ penditures does not lie within the 

province of ‘the Treasury Depart 
ment. I am not in a position to 
say whether national defense ex. 
penditures could be reduced with- 
@ut impairing our national secur- 
ity. I certainly want a strong 
America. I certainly do not want 
to repeat the mistake we made 
after the first World War. But I 
do want to emphasize that the 
size of this group of expenditures 
singles it out for special attention 
tn looking for areas in which to 
reduce expenditures—kceping in 
“mind, of cowrse, that budgetary 
considerations must be secondary 
im the determination of our needs 
for national defense. 
Let me assure you that there is 
no man in this country more 
anxious than President Truman 
to accomplish the major objective 
of balancing the budget and re- 
ducing the public debt. This, the 
President feels, can be done with- 
out sacrifice of the forward look- 
ing policy he so persistently advo- 
cates. The President believes our 
great thhope for the future lies in 
the vitality of our system of m- 
dividual ‘enterprise and. jim the 





term in an economic sense, rather 
|than in a narrow, bookkeeping 
| sense. 

The public debt today is so big 
that it dwarfs all other debts in 
| comparison. This debt is of vital 
| significance to banks—and other 
govern 
one of 


investors, too—hbecause 
ment securities are now 
their largest asset items. 

Fifty-five per cent of the total 
assets of all ‘nsured commercial 
banks are in United States secur. 
ities, For mutual savings banks, 
Federal securities constitute near 
ly two-thirds of all assets; and for 
insurance companies, the ratio is 
almost one-half. For non-financial 
corporations, about one-half of 
their liquid assets consists of Fed- 
'eral securities. Individuals also 
hold a large volume of United 
States securities — in fact, hold 
twice as many as all life insur- 
ance companies and mutual sav- 
ings banks combined. 

So, it is no wonder that the 
management of the public debt in- 
volves many issues. No wonder 
that there are many ideas as to 
what should be done. Frank dis- 
cussion of these ideas—competi- 
tion among them for survival— 
is a healthy manifestation of the 
democratic process in operation. 


One aspect of public debt man-— 
agement which is frequently dis- 
cussed has to do with the size of 
the short-term debt. The distribu- 
tion of the debt by maturity 
classes is primarily a function of 





that is to say, securities are tai 
lored to the needs of the various 
investor classes as much as pos— 
sible. Thus, short-term securities 
go to the banks and to business 
organizations. Almost half of bank 
holdings of securities are due or 
callable in less than one year. In 


Government security holdings are 
either presentable on demand or 
fall due within one year. 


In contrast, longer-term securi- 
ties are designed for long-term 
Savings investors, such as insur- 
ance companies, savings banks, 
and individuals. Three-fourths of 
the Federal securities held by in- 
surance companies and savings 
banks are not due or callable for 
more than ten years. In the case 
of individuals, more than two- 
thirds of United States securities 
held are savings ‘bonds, which 
were designed to avoid the risks 
of market fluctuations ‘ which 
proved so disastrous to the small 
ag 3 of bonds after World 

ar I, 





Accordingly, -this- tailering of -- 


The maintenance of’ the present4 
level of taxes shas served to re‘ 


lieve, and I think that the Con— 
the American people 


as bankers, you will agree also,) 


the Trecsury to make recommen— 
dations. What the law is, will de— 





the distribution of ownership— ' 


the case of nonfinancial corpora- | 
tions, four-fifths of United States 





securities to meet investors’ needs heavy payoffs made on maturi 
automatically; and has resulted in 
a substantial volume of short-term 
securities. It may be noted in 
passang that the same idea was 
followed by the British and Ca 
nadian Governments in their war 
financing. 


|\yonth. Preliminary figures indi 
cate that commercial banks and 
Federal Reserve Banks reduced 
their holdings of Federal securi 
| ties by about seven-eights of the 


total debt reduction during the| tory Lean. 


mber 1, the Treaswry re-_| 
duced the public debt by about| savings bond program. In 
$14,000,000 ,000 as a result of the| opinion, this program is of prime) 























For the family-owned or closely-held corporation, inheritance, 


gift and similar taxes can best be provided for through the sale of 











a portion of the outstanding securities and the establishment of a 


public market. 
The eftect is three-fold: 


1. The money thus received can be placed in ‘a diversified list 
| of securities against the time of need. 


An established market facilitates prompt action should 
further public participation become advisable to satisfy 
additional capital requirements or for other reasons. 


The valuation of estates for tax purposes is facilitated. 


! 3. 


As underwriters and distributors of sound corporate securities 
| and as one of the largest trading organizations in the United 
| States with a continuing interest in the securities wnderwritten, 
| The First Boston Corporation offers unique facilities for intro- 


' ducing a corporate name to the investing public. 


We have available a timely booklet which explains our facilities for 
financing. A-copy will be sent to business executives upon request. 
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importance to our postwar financ- 
sets the maturity structure almost | ties of marketable securities each | ing and is vital on the fiscal front 
|at the present time. I do not be- 
lieve that it would be helpful un— 
der present conditions to promote 
an all-out bond selling campaign 
like the War Loans or the Vic-~ 
L reat It is possible, how-— 
| period. This is an example of | ever. to do a day-to-day job sell— 
On the question of the short. | Public debt management tied in| ing bonds in erder to maintain 
term debt, I wonder if you know | to the fiscal program of the gov-|and extend the payroll savings 
the extent of tae Treasury's pro ernment with the objective of aid ‘| plan and to sell the American 
gram of debt reduction in recent|/"g the control of inflationary people on the idea of investing in 
months, From February 28 through | forces. | savings bonds for their own good. 
Now let’s spend a minute on the | Savings bond promotion actually 
my | is doing this. Sales this fiscal year 
(Continued on page 1818) 
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less 
than two years, it is astonishing 
how in that brief period your and 
my sensations have changed about 

the great out- 


Turning our minds back 


side world. It 
seems only a 
few months 
ago that we 
looked abroad 
with a shud- 
der as our 
own sons 
were being 


re 





the German 
bulge on the 
Belgian- 
French line, 
and as we 
waited im- 
patiently for 
some word 
from them. When the tide of vic- 
tory turned with V-E Day, we 
still listened with apprehension 
for news from the Far East. 

Then with doubie victory came 
the great surge of relief and of 
hope, in which we saw with our 
mind’s eye a new world in which 
evil had been conquered and 
peace would reign. It would be a 
world united — “one world.” In 
this hopeful day the United Na- 
tions Organization was born; 
Bretton Woods was approved; the 
stage was set for a better day for 
all mankind. 

We are now in the third phase, 
a phase of bitter disillusionment. 
We look abroad with troubled 
eyes as Yugoslavia shoots down 
American planes, and in confer- 
ence after conference the road to 
a lasting peace is blocked at every 
turn, Meanwhile many countries 
of Europe and Asia are flounder- 
ing in an economic morass be- 
cause they have no recognized 
leadership and no sound principles 
of government on which economic 
life can be built. 

Such a change in sentiment in 
a short span of months makes one 


W.R. Burgess 





*An address by Mr. Burgess be- 
fore the 72nd annual convention 
of the American Bankers Asso- 
ciation, Chicago, Ill., Sept. 25, 1946. 


forced back in | 


The Banker Looks Ahead. 


By W. RANDOLPH BURGESS* 


Vice-Chairman, National City Bank of New York 
Ex-President, American Bankers Association 


mentally dizzy. In the face of this 
record we find ourselves wishing 
there were some means by which 
the United States might be shut 
off from the outside wicked world, 
but we know there is none. For- 
tunately, this time the country 
has refused as a nation to take 
this defeatist course. 





The Bankers’ Special Interest 


By reason of his special train- 
ing and point of view, the banker 
has inevitably focused his atten- 
tion on certain phases of this great 
international movement. In the 
war we concentrated upon financ- 
ing the great national offensive. 
We sold billions of dollars of war 
bonds to our customers, and with 
our own buying underwrote the 
success of the great war loans. We 
kept operating smoothly the great 
financial machinery essential to 
war. Quietly and little noted by 
the public or the press, the banks 
ran the complicated mechanism 
of handling ration coupons, which 
we knew as “ration banking.” We 
did these things understaffed, be- 
cause our people had poured forth 
both into the fighting services and 





to man the prodigious supply 


In that connection, I am moved 
to say a word about’ Bretton 
Woods. That was the major issue 
in our relation with these prob- 
lems during the year of my presi- 
dency of the Association. Our 
position, in brief, was that we ap- 
proved the principles of economic 
cooperation sought in the Bretton 
Woods proposals, but we believed 
that as drawn they were unneces- 
sarily complicated, impractical, 
and expensive. We proposed and 
recommended to the Congress tinat 
instead of two institutions, a Bank 
and a Fund, the whole task could 
be performed by the International 
Bank alone with greater effective- 
ness and a substantial economy in 
effort and funds. This major re- 
vision was not adopted. It was, 
in fact, difficult for the Congress 
to do so, because the Executive 
Departments had already gone so 
far in making definitive agree- 
ments, that leaders in both par- 
ties felt that the Congress could 
not make a major alteration with- 
out running the danger of seem- 
ing to repudiate one of the first 
international agreements and de- 
laying action which was presented 
to them as of immediate and 





lines. 

With the coming of peace, bank- 
ers as individuals and in our As- 
sociation focused their attention 
first on plans for national recon- 
version and the care of veterans, 
and second on the means for in- 
ternational economic cooperation. 
This Association laid before 
membership and the Congress 
comprehensive reports and pro- 
posals which were sound and had, 
I believe, substantial influence. 





pressing importance. That was a 
| year and a half ago. 

| The matter came before cur 
|Congress at a time when, as I 
| have said, there was a great surge 
'of sentiment for international col- 
|laboration, a wholesome surge, I 


| believe, but one that was at the 
its | time a little blind and uncritical. 
| The Congress did adopt a number 
|of specific recommendations made 
| by the American Bankers. Associ- 


ation which I believe. will prové 
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Noting the United States has a program of political and economic international co- 
operation Mr. Burgess calls attention to frustrations of this policy and points 
out dependence of economic recovery on permitting revival of individual ini- 
tiative and enterprise rather than on political action. Sees inflation and res- 
toration of monetary stability as a great problem of reconstruction, and 
present struggle between Totalitarianism _and Democracy as_handi- 
caps to recovery. Holds this struggle is also apparent in U. S. and 
is interfering with world cooperation. Urges we be strong in our 
preparedness and diplomacy, and put our own house in order. 


to be important safeguards, espe- 
cially for the creation of the.Na- 
tional Advisory Council to coordi- 


‘nate United States foreign lending 


policy. The Bretton Woods ma- 
chinery, as adopted, is however, 
far more cumbersome and un- 
wieldy and expensive than was 
necessary, 


The Bank for Reconstruction 
and Development, which we sup- 
ported, is now getting organized 
under the able leadership of Eu- 
gene Meyer, and will be in oper- 
ation in a few months. Let me 
remind you that the bank is not a 
relief organization. Its statutes 
provide that it is to make loans 
only after a competent commit- 
tee has submitted a written report 
recommending the project after 
careful study of its merits, and 
with due regard to the prospects 
that the borrower will be in a 
position to meet his obligations. 
The bank is to “act prudently.” 
The United States has veto power 
over any loan to be financed in 
this market. The bank can make 
loans, moreover, only after it is 
assured that borrowing cannot be 
done through commercial chan- 
nels under reasonable conditions. 
Thus the bank is organized to 
deal with borderline cases which 
are expected to be good loans but 
which involve a little too much 
risk for private lending. The »bli- 
gations of the bank are guaran- 
teed up to a little over three bil- 
lion dollars by the United States 
Government, and beyond that by 
other governments. Discussions 
are now beginning as to the mar- 
keting of these obligations and 
changes in laws and regulations 
necessary to qualify them for pur- 
chase by institutions or trust 
funds. That is a problem in which 
we bankers can be helpful by fa- 


miliarizing ourselves with the 
facts. 
The International Monetary 


Fund, as we pointed out in our 
testimony before the Congress, 
will tread on newer and less prov- 
en ground. It is likely to encoun- 
ter, among others, the difficulty 
that UNRRA is now experiencing 
with respect to Yugoslavia, for 
with the Fund just as in the case 
of UNRRA, the United States puts 
its money into a pool under inter- 
national control and may find its 
money being used by countries 
pursuing policies we do not like. 
The Fund is designed for a dif- 
ferent kind of world from that in 
which we find ourselves. 


One of the proposals of the 
Bankers Association adopted by 
the Congress was for a full peri- 
odical review of the operations of 
both Bank and Fund. Our respon- 
sibility as bankers is, I believe, 
first, now that we have these or- 
ganizations, to give our aid to 
make them effective, and second, 
to study their operations and be 
ready to recommend from time to 
time such changes as may be de- 
sirable. 


Looked at from abroad and 
from long range, of course, the 
most important thing about all 
this was not the details of the 
machinery but the fact that the 
United States after World War IT 
has; decidr«; «+,» a program of po- 
litical.an. - ecc:...mie international 
coopera’ Ais- is siioy'n in our 
partners i> in tec Urited Nations 

i in the Bretton 








Woods institutions, the British 
Financial-Agreement, and in other 
efforts at international collabora- 
tion, in contrast with our action 
as to the League of Nations. In- 
stead of trying to collect war 
debts, we have cancelled over $40 
billion lend-lease obligations. In 
addition, we have given away 
huge sums through UNRRA and 
other agencies to relieve distress 
and destitution and made substan- 
tial loans through the Export- 
Import Bank. While we made 
large foreign loans after World 
War I.through both government 
and priyate channels, we lent too 
much d not carefully enough, 
and stopped lending too suddenly. 
Whether our present even more 
generous policies are right will 
not be known for some time to 
come. 
Problems of Today 


Having set our faces steadily 
and with good conscience toward 
international cooperation, we 
Americans find ourselves brought 
up short. We poured relief money 
into Yugoslavia and we receive in 
return open hostility. We shipped 
billions of dollars worth of lend- 
lease goods to Russia, and today 
we find it seemingly impossible 
to reach agreements with her in 
setting up cooperative interna- 
tional machinery which will help 
to keep the peace and aid in 
world recovery. 

The crucible in which the sub- 
stance of cooperation is being 
tried out is Germany, where the 
four great powers are in contact 
and in the midst of experiments 
in working together. I visited 
Berlin a few weeks ago and found 
it a discouraging place from the 
point of view of future success 
in international cooperation. For 
example, the Potsdam Agreement 
calls for the economic unification 
of Germany, a necessity for Ger- 
man self-support. Besides our- 
selves only the British have been 
ready to carry out this agreement 
for unification. This is one of 
many matters in which common- 
sense cooperation between nations 
has been unnecessarily difficult. 
Some progress has been made by 
the unremitting and patient ef- 
forts of our representatives, but 
discouragingly little. Partly as a 
consequence, in the past fiscal 
year it cost the United States $200 
million to feed our zone in Ger- 
many. In other words, instead of 
receiving reparations from Ger- 
many, we were in effect paying 
them. 

In the face of this and so many 
other evidences of the same sort, 
it would become easy to throw 
up one’s hands in despair and 
give up the effort. But there is 
something else going on in Eu- 
rope, in China, and even in Japan, 
which would be easy to overlook, 
but which ought to give us hope. 

Let me illustrate what I mean 
in the case of France. From the 
reports in the papers I had ex- 
pected that France would present 
a fairly hopeless economic pie- 
ture. The political power in 
France is divided between the 
Communists and Socialists on one 
hand, and the clerical party, ihe 
M. R. P., on the other. The eco- 
nomic policy is, therefore, unde- 
termined and drifting. The gen- 
eral report was that the French 
people, after their years of en- 
slavement, were drifting also, and 
that the economic life of the 
country was at a perilously low 
ebb. 

In Paris I found that this was 
apparently not so. The country 
was indeed divided politically, 


and its governmental policies 
were uncertain, ineffective, add 
discouzaging, to ,enterprise. , The 
country is suffering from infla- 
tion. Yet the encouraging fact— 
(Continued on page 1810) 
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3 Millions know it and trust it as the 

* 

. mark of quality steel 

e 

‘és The U-S-S Label is familiar to millions of Americans. They have seen it consistently adver- 
tised year after year, in the most widely-read periodicals of the nation. 

e Before the war, they saw it on quality steel products in the stores they patronized. They 

e have read of its magnificent war record. And they have come to regard it as an honest assur- 
ance of quality steel, wherever they see it. They look on it as a friend. 

° This friendly attitude of the buying public toward the U-S:°S Label will prove a valuable 

e sales asset to any product which bears the U:S-°S trade-mark, once steel returns in quantity 
to the retail shelves. For potential customers will prefer the “face of a friend’”’ to that of a 

.) 
stranger. 

© Manufacturers of quality steel products who desire more information on the use of U-S:S 

e Labels are invited to address inquiries to United States Steel, P. O. Box 236, Pittsburgh, Pa. 
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Nationalization vs Free Enterprise 


- 

Every normal person can pro- 
duce more than he requires for 
consumption given the opportu- 
nity. Some 300 years ago in this 
country there 
Were certain 
areas in Mas- 
sachusetts and 
Virginia 
where prop- 
erty rights 
were not 
recog nized. 
Therefore, no 
incentive ex- 


isted to in- 
duce anyone 
to produce 


more than he 
consume d. 
Life was dull 
and drab, a 
mere _  exist- 
ence, and progress toward better 
living did not prevail. 

Then property rights were es- 
tablished in those areas, and im- 
mediately the whole picture 
changed. There was great incen- 
tive to produce as surpluses could 
be saved and utilized to better 
the conditions ‘of living and in- 
crease contentment and happiness. 
The mental inertia of the people 
was replaced by constructive ac- 
tivity and all benefited, even the 
ne’er-do-well. 

Then, after the Revolutionary 
War came the Constitution and 
the Bill of Rights, which put into 
form the principles upon which 
the American people were to build 
their nation. Freedom of enter- 
prise now grew in leaps and 





Fred I. Kent 





bounds, and the amazing picture 
of a prosperous nation was placed | 
before the world by the develop-| 
ments of the United States of| 
America, A few references only | 


are needed to show what a people 
living under the freedoms thus | 


established can accomplish to-| 
ward building an effective na- 
tional life.! 

Of our 130-odd million peo- 


ple, 71 millions hold life insurance 
policies. There are 50.4 million | 
Savings depositors and 15 million | 
people who hold shares of stock. | 
Savings depositors and 15 millions 
of people who hold shares of stock. 
All of these interests arose from 
Savings made by the people that 
directly and indirectly have built 
up our great banks, businesses, 
and industries. ; 

Then there are other things 
whicn help to tell the story of 
what the American people have 
built for themselves. In- 1900, 1,- 
250,000 families in the United 
States had telephones. In 1945- 
46, there were 27,867,000 families 
which had telephones. Continuing 
to speak strictly from the stand- 
point of families in the, make-up 
of our people, 8,000,000 had auto- 
mobiles in 1900 and 25,600,000 in 
1945-46. Of radios, in 1922, 60,000 
families had them and at present 
30,500,000, nearly a quarter of the 
population of the United States. In 
1926, 4,000,000 families had vacu- 
um cleaners; in 1946, 18,700,000. 
In 1926, 2,900,000 families had 
electric washing machines and in 
1946, 17,217,000. In 1927, 66,000 
families had electric refrigerators; 
in 1946, 19,720,000. 

In 1925 the average radio cost 
$200; in 1939, $35. In 1923 the cost 
of an automobile was $2,100 that 
in 1939 could be had for $800. Re- 
frigerators which cost $260 in 
1923 were $150 in 1939. 

Then came war. 

It is men who are concerned 
with all of these developments, 





*An address by Mr. Kent before 
the Savings Division of the 
American Bankers Association 


72nd Annual Convention, Chicago, 
Sept. 23, 1946. 

i Figures from reports of Na- 
tional Industrial Conference 
Board. 


ithe assumption of 
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Mr. Kent poinis to our material progress as evidence of superiority of private 


enterprise under government checks and balances. 


during war on disruption in balance of the three departments of our gov- 
ernment due to “the cracking-up of power of Congress in the ’30’s.” 
Holds unwise extension of government activities hampers. reconver- 
sion and is fostering nationalization. 
makes available people’s comibimed intelligence and creates checks 
and balances through independent individual action. 
conditions under nationaiization and free enterprise and de- 


and it is the acts of men which 
determine their movements. 


Must Have Checks on 
Administrative Powers 


History has proved beyond de- 
nial that the longest periods of 
progress, exclusive of upsets from 
outside sources, have occurred 
when the systems under which 
men have governed themselves 
or have been governed by others 
have provided checks against the 
excesses that men are led into 
when they are entrusted with 
powers that, if not controlled, 
vitiate and then terminate pro- 
gress for a period. During times 
when there have been effective 
checks upon the over-expansion 
of the efforts of men to contro! 
others, successful continuing prog- 
ress has been possible for im- 
portant periods. 


It was because history so clearly 
showed this to be true that our 
forefathers who drew up the Con- 
stitution of the United States and 
the Bill of Rights set up our proc- 
esses of government so that there 
would be checks upon those en- 
trusted with the welfare of the 
people. To accomplish this, they 
separated the legislative, judicial, 
and administrative powers of gov- 
ernment in such a manner as to 
prevent the runaway of any one 
branch of government through 
powers which 
be controlied by the 


could not 


others. 


As lomg as the people insisted 
upon our government living up 
to the Constitution, they were af- 
forded the greatest protection 
from governmental abuses that 
has ever been devised, This is 
more clearly seen when we apply 
it to what has happened in this 
country since 1933. The tremen- 
dous deterioration of sound gov- 
ernment processes that has pre- 
vailed since that time can be defi- 
nitely traced to the moment when 
Congress abandoned its responsi- 
bilities in large part as the legisla- 
tive power of the country to the 
executive branch of the govern- 
ment, which further resulted in 
destroying the independence of 
the judicial arm of the govern- 
ment. 


Even during the war, a time 
when quick decisions had to be 
made that were very far-reaching 
in their effect upon the people, 
there was such a disruption in 
the proper balance of the three 
functions of our government that 
enormous waste in the wealth of 
the country occurred. This could 
have been prevented without 
jeopardizing our war effort, and 
if it had been prevented, would 
unquestionably have made such 
effort more effective. This un- 
fortunate development was due to 
the cracking-up of the power of 
Congress during the 1930’s. 


Effects of Congressional Weakness 


The terrible results to our 
country and to our people that 
followed the destruction of Con- 
stitutional processes by our gov- 
ernment could not have occurred 
if Congress had insisted upon 
controlling legislation, the execu- 
tive department had been pro- 
hibited through such position of 











Congress from assuming auto- 





Asserts 


picts the “American way.” 
cratic powers, and the balancing 
force of the judicial department 
had not been destroyed. 


The serious effect upon the 
United States can be seen during 
the years of peace that prevailed 
between 1933 and 1939 when the 
war started.in Europe, throughout 
the war period from 1939 to V-J 
Day in 1945, and during the time 
since V-J Day up to the present 
when we should have had peace 
but instead, even ih our. own 
country, have been faced with 
bitter internal war. 


The depression of the 1930’s 
was aggravated and extended by 
unwise government activities that 
could not have prevailed if the 
Congress, the executive depart- 
ment, and the judicial branches 
of the government had functioned 
Constitutionally. During the war 
the excessive destruction of the 
wealth of the country need not 
hxve occurred, and enormous sav- 
ings could have been made with- 
out interference with the marvel- 
ous production job which was 
carried out by American industry. 


Further, since V-J Day recon- 
version could have proceeded at 
3 amazing speed that would 
have enabled recovery from the 
effects of the physical losses of 
the war to take place with such 
rapidity that thé physical hard- 
ships of the people would have 


disappeared like mist before the 
wind. In fact, the correction of 
these physical conditions would 
have moved forward with such 
growing force that it could have 
allayed much of the mental unrest 
that is still so violent throughout 
the world because of the powerful 
moral position the United States 
might have had. 


Nationalization Movement 
Hampering Recovery 


The destructive forms of gov- 
ernment that are now hampering 
recovery in all of the war-torn 
nations need not have prevailed 
because they are clearly the re- 
sult of physical hardships that 
have led peoples where great de- 
struction has taken place to turn 
from the slow-sure methods of 
recovery open to them to the con- 
fusion and chaos certain to follow 
the inauguration of methods of 
government procedure under 
which the people sell their free- 
dom for false promises of quick 
recovery along lines that have 
always failed and always will 
fail. 

It is due to such causes that the 
urge for nationalization of bank- 
ing and industry has_ spread 
throughout Europe and many 
other countries of the world., Na- 
tionalization is favored by those 
who: wish to obtain the power for 
government that lies in such con- 
trol of industry. Further, it is 
advocated by those who are in- 
clined to be envious or jealous 
of entrepreneurs and have so lit- 
tle understanding. of business and 
industrial processes that they can 
not see the fallacy of striving to 
operate them in the interest of 
the people by bureaucracies. 
There are positive reasons why 
protection to the people under 
the nationalization of industry 
can not be as great as under pri- 
vate enterprise. 


Lays blame for waste 


private enterprise 


Contrasts 


The first great and ali-conelu- 
sive reason against nationaliza- 
tion, regardless of other factors, 
is that which led to the formation 
ef our Constitution that has just 
been discussed. 

- As man is constituted, the 
greatest accomplishment and com- 
fort for the human race demands 
that there be checks upon his 
power in government, in business, 
in industry, and in his social life. 


Advantages of Private Industry 


Private industry under proper 
government regulations provides 
such checks. Nationalization de- 
stroys them. Then man must de- 
pend upon the ability of a few 
for his needs instead of upon the 
combined intelligence of all the 
people, and he is subject to the 





unrestrained motives of his rulers | 
for his social existence. 

Under private enterprise, men | 
can proceed in the development 
of business, banking, and industry | 
through the exercise of the full | 
force of the ability that lies with- | 
in their individuality except that 
they must recognize the rights of | 
all. The power to require such 
recognition lies with government 
and can be provided through wise 
and just laws. The combination, 
therefore, of private enterprise 
and government regulation is 
necessary to the protection of the 
people. 

Nationalization of business and 
industry affords the people no 
such protection. Neither 
make available to them the indi- 


£ 


intelligence of the 


Under nationalization, men in 
government itself determine how 
they shall run the _ industries. 
There is no check upon those in 
government of the same nature 


on private industry for the pro- 
tection of the people. In both 
cases, men play the parts allotted 
them. Under private industry, 
their judgments must be good on 
a high average or they will be 
superseded. Stockholders must 
receive profits as they constitute 
an income upon which they live 
or expand their business. 


All through busifiess structures, 
whether they may be banking, 
industrial, or others, checks are 
provided to control inefficiency 
and dishonesty, or lack of ability, 
and all of these checks are super- 
checked by government which, 
through laws that it has the power 
to provide, can, under their ad- 
ministration, furnish such pro- 
tection as the people require. If 
government is not competent to 
create laws effeetive for this pur- 
pose, it certainly should not be 
entrusted with the operation of 
the industries on which the peo- 
ple depend for their very exist- 
ence. 

Nationalization vs. Private 
Enterprise 

It would seem well here to 
make a direct comparison of some 
of the conditions that follow pro- 
duction under nationalization and 
under private enterprise, even at 
the expense of some repetition. 











Under Nationalization — Com- 


petition does not exist; 





does it} 


vidual forces that arise from the | 
multitude of | 
persons who constitute the nation. | 


that government can exercise up- | 


quently, there is no incentive to 
produce: (a) better goods, (b) 
cheaper goods, (c) new styles, (d) 
goods of greater utility, (e) goods 
that meet buyers’ desires, (f) 
goods at lowering prices, (g) in- 
creasing volume. 

Under Private Enterprise With 
Government Regulation — Com- 
petition with other enterprises 
makes for cheaper processes of 
production, for variation in styles, 
for improvements in serviceabil- 
ity, and for more useful gadgets 
and greater production. 


2 


Under Nationalization — Cost 
ef goods produced under bureauc- 
racies must be and always is 
greater than under private enter- 
prise as elimination of profit is 
more than offset as time goes on 
by static developments and red 
tape. 

Under Private Enterprise With 
Government Regulation—Cost of 
goods tends downward to meet 
competition and buyers’ pocket- 
books. 

3 

Under Nationalization—Buyers 
can only obtain what is produced 
for them by the will and whims 
of government men. Management 
can develop static production that 
buyers must take or leave. 

Under Private Enterprise With 
Government Regulation — indus- 
try must take note of buyers’ de- 
sires in order to hold their mar- 
kets. Management for its own 
benefit must strive to the full ex- 
tent of its ability to meet buyers’ 


wants at the least possible cost 
in the best products. ’ 
4 


Under Nationalization — Where 
deficits in production occur, buy- 


|ers pay for what they buy, but 
all taxpayers help pay the cost 
whether they are buyers of the 
particular goods or not. There- 
fore, taxpayers make part pay- 


ment of goods produced for others 
that they may not desire or re- 
quire or that they cannot afford. 
Taxpayers have no option and 
must pay their share. 

Under Private Enterprise With 
Government Regulation — Buyers 
of goods pay for what they buy, 


and they determine what they 
will buy based on their desires 
and needs and their income. All 


citizens have the option of decid- 
ing as to whether they buy certain 
goods or not, regardless of the 
business success of producers. 


5 


Under Nationalization — Man- 
agement can remain when incom- 
petent. There are no stockholders 
to intervene to require reorgan- 
ization. Political forces ignore in- 
efficiency in high degree. 

Under Private Enterprise With 
Government Regulation — Man- 
agement can only last while suc- 
cessful. If incompetent, it must 
be superseded. Stockholders are 
not satisfied without income. 


6 


Under Nationalization—Produc- 
tion is on the basis of layers of 
authority, but such authority is 
largely of the negative type and 
must be so because of politics. By 
the “negative type” is meant that 
authority to make changes in 
methods of procedure or in meet- 
ing emergencies does not exist ex- 
cept in the form of prohibitions 
that can only be released by au- 
thorities in higher layers, which 
may have to proceed before re- 
lease to the top layer. Those in 
the top layer are political ap- 
pointees. They measure their 
answers by political atmospheres. 


Under Private Enterprise With 





conse- | 


(Continued on page 1807) 
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OCATED on the campus of the Clemson 
Agricultural College at Clemson; South 
Carolina, stands “Fort Hill,” the plantation 
home of the celebrated John Caldwell Cal- 
houn, Senator, Secretary of War, Secretary 
of State and Vice-President.of the United 
States under two administrations. 

The estate originally comprised some 
eleven hundred acres in the foothills of the 
Blue Ridge Mountains. When Mr. Calhoun 
purchased it in 1825, he made some very 
extensive alterations to the main structure. 
Among these are the columns on the three 
porches which are an outstanding feature 
of the house, for they are constructed of 
brick covered with plaster. An interesting 
tale in connection with the size of the man- 
sion relates that it is due to the fact that 
Mrs. Calhoun added a room each time her 
husband left for an extended business trip. 

The main house at Fort Hill was con- 


The Duncan Phyfe furniture of the dining room 


structed for comfortable living rather than 
for display. It is situated on a slope over- 
looking the Seneca River and is surrounded 
with -boxwood, cedars, and many rare trees, 
including.a varnish tree that was sent from 
Madagascar by Stephen Decatur, a .hem- 
lock presented by Daniel 
Webster, and an arbor vitae 
donated by Henry Clay. Tra- 
dition states that Calhoun had 
the cedars planted in the be- 
lief that they would prevent 
malaria from being carried 
from the lowlands to the slope. 
The furnishings of the house 
are, on the whole, those used 
by the Calhoun family during 
the statesman’s lifetime. Out- 
standing among these is the 
famous “Constitution” 
board which was presented to 
Calhoun by Henry Clay as 
a tribute to the former’s 
brilliant speech in defense 
of the Federal Constitution. 
The piece had been built 
for Clay from the mahog- 
any paneling in the officers’ 


site. 
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quarters of the frigate Constitution before 
the destruction of the vessel was halted be- 
cause of the overwhelming public sentiment 
aroused by Holmes’s famous poem, “Old 
Ironsides.” A massive state dining table and 
twelve matching chairs of solid mahogany, 
all made by Duncan Phyfe, 
are fitting companion pieces 
to the sideboard, Another mu- 
seum piece in the collection is 
a priceless sofa with a huge 
carved eagle from which it is 
believed the eagle on the silver 
dollar was modeled. 

Fort Hill, which is now a 
national shrine, is an appro- 
priate monument to a man 
who was an outstanding advo- 
cate of State sovereignty, and 
who, in the words of Daniel 
Webster, was noted for his 
“indisputable basis of high character, un- 
spotted integrity, and honor unimpeached.” 

Ww 

The Home, through its agents and bro- 
kers, is America’s leading insurance protec- 
tor of American Homes and the Homes of 
American Industry. 
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The dynamic drive which is the 
outstanding characteristic of our 
esuntry arises out of the thousands 
of institutions of all sizes which in 
the aggregate 
make up what 
we call the 
American 
Way of Life. 
These institu- 
tions, small 
and large, are 
found in every 
field of activ- 
ity — in reli- 
gion, in edu- 
cation, in pub- 
bishing, in 
banking,. in 
agriculture, in 
general busi- 
ness. A spirit 
of competition 
pervades them all, gives zest and 
vitality to all their activities. Each 
achieves a kind of personality or 
identity of its own when it ren- 
ders a distinctive service to the 
public. Respect and profit alike 
eome to these institutions, not be- 
eause of their size but by reason 
of worthwhile products or serv- 
iees they may offer. The Ameri- 
can is not awed by size. He ad- 
mires any organization which 

,aehieves progress through per- 
formance. 

Over the years small firms be- 
eome larger ones. On the other 
hand, some small organizations re- 
main small. But they still play 
their important part in the social 
amd economic life of the coun- 
tvy. In America, size alone neither 
makes nor breaks the standing of 
imstitutions, whether they be in 
education, banking, business, or in 
amy other field of activity. Com- 
petent management is most often 
the determining factor in the life 
of an organization. 


World War II proved again the 
validity of the American Way. 
The military materials and serv- 
iees which this country produced 
im such an astounding manner re- 
sulted from small and large units 
working together, to the end that 
our allies were helped and our 
ememies defeated. All our insti- 
tutions were enrolled in the serv- 
iee of the nation — churches, 
schools, colleges, the press, agri- 
eulture, business and banks. 

In most other countries their 
economic systems are dominated 
by a few large business institu- 
tioms and banks. Not so in 
America. Our economic life is 
still predominantly made up of the 
small unit. There are 3,000,000 
business units in this country, 90% 
of which are small businesses. In 
nearly all foreign countries bank- 
img consists of a few large banks 
with many branches. Some of 
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Banks and Small Business 


By ROBERT M. HANES* 


Chairman, Small Business Credit Commission, ABA 
President, Wachovia Bank & Trust Co., Winston-Salem, N. C. 





Lists reasons 


Prominent banker recounts activities of ABA Small Business Credit Commission 

which was set up primarily to combat making small business a political issue 
and preventing creation of small business credit agency. 
loans made by banks to small business as evidence no government credit 

agency is needed and attacks Reconstruction Finance Corporation for 
instituting its 75°% automatic guarantee of loans. 
guarantee not only encourages loose lending but threatens con- 
tinuation of private banks. 


Cites volume of 


Points out such 


for opposition 


to government guaranteed loans. 


‘these foreign systems have now 
'become state owned and con- 
trolled. We have large branch 
banking systems too, but Ameri- 
can. banking still rests. on_ the 


foundation of the small bank lo-- 


cally owned and controlled. It will 
continue to be free from govern- 
ment ownership as long as we can 
maintain these banks doing a 
banking business on their own re- 
sponsibility, free from undue gov- 
ernment competition on the one 
hand and on the other removed 
from government guarantee or 
subsidy. Through the years bank- 
ing has served small business and 
small farmers. They have helped 
each other to produce goods and 
services. This team work has 
made possible a nation great in 
war and great in peace. 


Politics and Small Business 


Only in the last decade have 
some politicians seriously tried to 
make small business a political is- 
sue. Small business and politics 
do not mix. Responsible small 
businessmen’s organizations know 
this. They have resisted the ‘“do- 
good” politicians. These organ- 
izations have time and again 
called on government to maintain 
fairness in the administration of 
the laws governing competition 
and monopolies. They know that 


must eventually be paid for by 
loss of the control of the manage- 
ment of their business units. I 
commend these small business or- 
ganizations for their courage and 
foresight because they have con- 
sistently refused to be persuaded 
by the sugar-coated words of 
those politicians who have offered 
them pity and easy government 
credit. 

Small business is against mo- 
nopoly in the field of credit. Es- 
pecially is it opposed to govern- 
ment credit monopoly. Small 
business wants its credit institu- 
tions to be competitive, service- 
able, and free from government 
ownership. Neither does it want 
monopoly in the suppliers of goods 
and materials. Furthermore, it is 
against monopoly in labor — a 
monopoly where a few so-called 
leaders who seem to be beyond 
the reaches of the law can make 
or break the flow of goods. 

In spite of these expressed 
views on the part of small busi- 
ness, bills began to appear in Con- 
gress about 10 years ago to create 





special favors from government. 





small business credit corporations 
with government capital. In the 
last decade some 300 pieces of leg- 
islation have been introduced 
about small business._—., most of 
them having to do with setting up 
some new credit gadget under 
government _ sponsorship. Each 
measure tried to outdo the other 
in its generosity with respect to 
the amount of money offered and 
the terms and conditions by which 
it might be obtained. Again, I con- 
gratulate the responsible voice of 
small business as they have op- 
posed these measures one after 
the other. 


Most of the politicians who 
sponsored these bills said that 
banks were not doing a job in ex- 
tending credit. A wave of criti- 
cism developed against banks and 
their credit practices 10 years ago. 
Only a few years before that they 
had been condemned for extend- 
ing too much credit and were ac- 
cused of bringing on the depres- 
sion by virtue of the over-exten- 
sion of-bank credit. But by 1936 
and 1937 banks were held up to 
public scorn by some politicians 
because they were said to be too 
niggardly. In fact, they were even 
accused of creating unemployment 
because they did not lend enough 
money. 

Many of these proposals for 
new government credit agencies 
were laughed out of the court of 
public opinion because they were 
so ludicrous. Others only re- 
ceived favorable comment. A few 
reached the stage of Congression- 
al hearings. 


During this period the Ameri- 
can Bankers Association con- 
cluded that the only way to stop 
the flow of unfounded criticism 
was to make available the facts 
about bank credit and small busi- 
ness as it existed in the 30’s. At 
great expense these facts were se- 
cured from five thousand banks 
over a period of two years. Re- 
ports were requested on the 
amount of bank lending every six 
months during that time. Such 
facts had never before been as- 
sembled. The results spoke for 
themselves. They revealed that 
these 5,000 banks, or about one- 
third of all the banks, were mak- 
ing about 24 million loans a year 
aggregating $39 billion, and that 
the average size of the business 
loan was $1,680. Twenty-four 
million loans of an average size of 
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of premium and annuity payments. 
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WHAT MUTUALITY MEANS IN LIFE INSURANCE 


Since this Com- 
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NEW ENGLAND MUTUAL LIFE INSURANCE Co. of BOSTON 


George Willard Smith, President 


The Company has therefore returned 
to its policyholders, as dividends, 18% 
of all premium income received during 
its business life. 
real mutuality, but reflects, as well, a 
high degree of trusteeship on the part 
of company management. 
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$1,680! That demonstrated that 
the banks were taking care of 
small business. 


These facts were presented to 
committees of Congress by repre- 
sentatives of both small banks and 
large banks who not only gave 
Congress the picture of what was 
being done by banking as a whole 
but who also contributed the rec- 
ords of their own institutions and 
told how business and industry 
were being served in their own 
local communities, 


What Happened? 


The bill with which we were 
then dealing died in committee. 
The press changed its editorial 
policy from one of criticism to one 
of praise. Politicians quit con- 
demning banks on account of their 
credit practices. They concluded 
that they could make no political 
capital out of such criticism in the 
light of the facts. Banks have 
never been so free from criticism 
of their lending services as they 
have been since that time. 


War Years 


Then came the war. Manpower, 
production, and finance became 
the watchwords of the hour. The 
bankers realizing their duty im- 
mediately set about to meet their 
responsibilities in credit for war 
production. Then an interesting 
legislative event took place. The 
politicians who had failed to es- 
tablish their government banks 
for small business credit a few 
years before took the old bill 
down from the shelf, dusted it off, 
added a few war features to it, 
and gave their gadget a new title. 
They called their revised product 
“The Smaller War Plants Corpor- 
ation.” The bill passed without 
opposition. The ABA did not op- 
pose it. We accepted it as a war 
measure. But we insisted that it 
have a limited life and that in no 
case should it continue beyond the 
end of the war. 


At first this corporation was 
run well. While it did not make 
many loans, it did a good job for a 
while in helping a number of 
plants secure war contracts. Dur- 
ing these early years of the cor- 
poration it was managed by men 
who knew-sbusiness, finance, and 
production problems. As the war 
progressed to a point where it was 
certain that the Allies would win, 
the inevitable happened to this 
government bank. It fell into the 
hands of bureaucrats. 


The last chairman of the cor- 
poration was an ex-Congressman 
who had been defeated in election 
by the people of his district. Thus, 
this “lame duck” took over the 
management of the Smaller War 
Plants Corporation. Then our 
troubles began. He used a new 
technique. He did not condemn 
banks. In fact he praised them 
for what they had done for small 
business during the war. He said, 
however, the war would soon be 
over and that when that time 
came, the demand for credit on the 
part of small business would be so 
great the banks would not be able 
to do the job alone. Therefore, he 
argued, they should. have the 
assistance of this 











which would take over a major 


portion of all the risks and let the 
banks have the lion’s share of the 
profits. Here was a new tech- 
nique on the part of bureaucracy 
in dealing with banks. He did not 
condemn us. He loved us. Many 
editorial writers praised him for 
his stand. His policy was not to 
kick the life out of us, but to hug 
us to death. Either way you die— 
eventually. 

Private enterprise which does 
not assume risks has no right to 
profit and hence no right to live. 
Ours is a loss system as well as a 
profit system. Competent man- 
agement knows it will have to ex- 
perience losses if it is entitled to 
profit: -However, in «the tatter 
stages of the war the gospel was 


; preached that Uncle Sam could as- 


sume the risks of the banking 
business and permit chartered 
banks to take the profits. No doc- 
trine quite so silly had ever before 
been enunciated. 

Since the bureaucrats were 
using a new technique in attack, 
‘we had to evolve new weapons of 
offense and defense in our own 
behalf. At the 1943 annual con- 
vention of the ABA, a resolution 
was adopted opposing the contin- 
uance into peace time of wartime 
guarantees of commercial leans, 
and characterizing such guaran- 
tees as not only unnecessary but 
contrary to sound financial policy 
and the best interests of the 
American economy. To give ef- 
fect to the spirit of this resolutien, 
the ABA Executive Council sev- 
eral months later created the 
Small Business Credit Commission 
which promptly evolved an ap- 
propriate program of action. 


Small Business Credit Commission 


This commission, consisting of 
30 members from all sections of 
the country and from all sizes and 
kinds of banks, addressed itself 
to the following objectives: 

1. To help banks convert from 
wartime lending procedures to 
peacetime production loans. 

2. To stimulate the organiza- 
tion of small business departments 
in large banks not already oper- 
ating such departments. 

3. To revitalize the correspon- 
dent banking system for peacetime 
purposes. 

4. To assist banks with plans 
by means of which they might, 
while the war was still on, deter- 
mine what were the prospective 
needs of their communities both 
with respect to established busi- 
nesses and new businesses which 
might be in prospect of forming. 

5. To assist in the formation 
of local credit groups which would 
participate in the making of loans 
made by individual banks or to- 
gether with their correspondents. 

6. To keep in touch with de- 


velopments in Washington re- 
garding the interests of small 
business. ° 

All material emanating from 


the commission urged that banks 
in considering loans put the ac- 
cent on competence to the end 
that any man or firm, large or 
small, of character and capacity, 
might get bank credit to facilitate 
the production of peacetime goods 
and services. 


Work of the Commissi0n 


Since its organization the mem- 
bers of the commission . have 
worked diligently, carrying out 
the mandates of the ABA. Repre- 
sentatives of the commission have 
visited every section of the coun- 
try twice in the past 30 months. 
State bankers associations and the 
Association of Reserve City Bank- 
ers have cooperated in every way. 
At the suggestion of the commis-— 
sion. many city correspondent 





corporation | 


banks have held. meetings of their, . 
(Continued on page 1812) 
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IN THIS FINAL EXAM, 
THE PASSING MARK IS 100! 


This picture shows you something new— 
electronic testing of automobile engines to 
make sure that every one will give top- 
quality performance. 


Here, each completed engine is hooked 
up to an “automatic driver.” This is an 
electronic device that automatically runs 
the engine at a number of different speeds 
and with various loads. 


At the same time, it compares each 
engine’s performance—in 14 different ways 
—with the required high standards. Noth- 
ing less than 100% performance can get 
by these precise electronic controls! 


This electronic testing grew out of meth- 
ods our production engineers had devel- 
oped and later applied in building giant 
engines for Superfortresses. ‘They combined 
the proved superiority of these methods 
with new ideas for testing car engines— 
and this unique device (shown here in the 
Dodge car factory) is the result. 





The “‘automatic driver” test assures car 
owners that every new Dodge engine is 
proved for the full power, performance and 
economy for which it was designed. It is 
another example of how creative imagina- 
tion, plus “engineered production,” adds to 
the value of our products. 


That same practical imagination has 
helped us pioneer many of the most im- 
portant car improvements of the past 22 
years. You'll see its latest achievements in 
the most advanced cars of all—the new 


Plymouth, Dodge, De Soto and Chrysler. 


Plymouth DODGE DeSoto Chrysler 


PRODUCTS OF CHRYSLER CORPORATION 


Alrtemp Heating, Cooling, Refrigeration 





Chrysler Marine & Industrial Engines « 


Dodge Job-Rated Trucks 


Oilite Powdered Metal Products ~ « 


Cycleweld Products «© Mopar Parts & Accessories 
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Capitalism—Its Promise and Problems 


Before discussing the problems | 


confronting the capitalistic sys- | 


tem, I should like to present to} 


you my views as to the hope it 
holds for all 
of us here 
in America. I 
believe that 
the next 
quarter of a 
century is vi- 
brantwith 
promise. Be- 
fore present- 
ing my fore- 
casts — which 
you might be 
inclined to 
consider too 
optimistic 
I should like 
to remind you 
thatinthe 
early part of 1942 the Committee 
for Economic Development de- 
clared in a booklet entitled ““Tar- 
get for Peace” that a postwar gqal 
of from 53 to 56 million jobs not 
only was necessary if we were 
to avoid mass unemployment, but | 
also was attainable. Business in | 
general acclaimed the setting of | 
that goal, but in a surprising num- | 
ber of instances the CED was sub- 
jected to scathing criticism for 
setting a fantastic objective 
which, its critics predicted, could 


never be reached and, therefore, 
would prove to be a tremendous 


Paul G. Hoffman 





embarrassment to business in the | C 
, make for his system. 


postwar world. Today there are 
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before the Annual Convention of 
American Bankers Association, 
Chicago, Ill., Sept. 23, 1946. 


By PAUL HOFFMAN* 


Prezident, Studebaker Corporation 
Chairman, Cemmittee for Econcmic Development 


Leading industrialist calls attention to frcnial ard flank. atiacks on capitalism, 


and asserts that defense 


ther action to provide increasing opportunities for more people. 


. . bd . , 
lies not in capitalisn:’s 


accomplishments, but in fur- 


Holas 


American economy has been dynamic and productive, and at same time, 
highly unstable, and says aim should be to reduce instability and to en- 
hance dynamism. Extols research as aid in progress, and points out 
important role of government in our economy. 
constructed tax system, for competition and promotion of new 
and small business and for private international trad:ng as well 

as action to counteract depressions and automatically control 


credit. 


S 


Soes necd for re- 


Favors search for new products and services 


and regulation of employnient. 


almost 58 million civilians em- 


| ployed in the United States. 


The ultimate test of an eco- 
nomic system is the standard of 
living it produces for the ordinary 
man—the factory worker, the lit- 
tle merchant, the office worker, 
and the small farmer. We know 
that as of today our system is pro- 
ducing for them the highest 
standard of living the world has 
ever known. I predict that it can 
be doubled within the next 
twenty-five years under our free 
capitalistic system provided the 
world remains at peace. Further- 
more, I am certain that in that 
same period we can realize the 
age-old dream of abolishing pov- 
erty. These are predictions that 
neither Uncle Joe Stalin nor any 
other collectivist would dare to 


Other than to urge that we give 
unfaltering and enthusiastic sup- 
port to the United Nations Organ- 


ization, I do not propose this 
afternoon to discuss the problems 


incident to maintaining world 
peace. Rather, I shall address my- 
self to the question of how our 
capitalistic system can be main- 
tained. 


Dangers to Capitalism 


In view of what the capitalistic 
system has produced for Amer- 
ica and in view of its promise, 
it may seem unreasonable to sug- 
gest that there is any danger 
whatsoever of our losing it. Of 
course, if a popular vote were 
taken on the issue of capitalism 
versus collectivism, capitalism 
would win hands down. But the 
people of a country do not give 
up democratic capitalism by di- 
rect vote. Instead, they vote on 
measures disguised to have great 
popular appeal. The NRA, with 
its promise of profits for every- 
body, fooled many businessmen. 
But it was a first step toward 
Fascism. A government guarantee 
of “jobs for all’ has great appeal 
te some labor leaders, but such 
an unlimited guarantee could be 
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carried out only by a government 
| with unlimited vers and to 
| give our government such power 
| would take us a long step down 


ism. It is through flank move- 
ments such as these that our dem- 
ocratic capitalism could be so 
_vitiated that it would be in 
danger of being replaced by an 
|}anemic form of collectivism. 

To safeguard ourselves against 
either frontal or flank attacks 
upon our “way of life,” we should 
‘take a long, hard look at our eco- 
/nemic system to find out what 
| makes it tick, what has made it 
‘strong, what its weaknesses are 
,and how they can be corrected. 
Our answer to the critics of cap- 
italism should not consist of a 
recital of past accomplishments, 
but rather, a plan of action to 
provide ever increasing opportu- 
nities for more and more of our 
people. 

As we look at the broad picture 
of American capitalism, we find 
two major, natural characteristics 


that stand out: 
| 
- 





Our economy has been dy- 
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namic and highly produc- 
tive. 

Since the turn of the century 

one great invention after an- 

other—radio, the telephone, 
the airplane, the automobile— 
has given a start to new in- 
dustries which have grown 
into giants. We have perfected 
techniques of mass produc- 
tion, streamlined distribution, 
and modernized our merchan- 
dising. We have seen the in- 
come of the average American 
family doubled, and for the 
second time in a generation 
the dynamism and high pro- 
ductivity of American indus- 
try have proved the decisive 
factor in winning a World 

War. 

Our economy has had an in- 
herent tendency toward in- 
stability. 

During the last 100 years we 
have had 26 business depres- 
sions of varying depths. With- 
in the last quarter of a cen- 
tury, we have had our great- 
est boom and greatest de- 
pression. 


no 





the road toward national social- | 


Why has our economy been dy- 
namic? A dynamic, productive 
| economy is one which takes full 
‘advantage of the energies of the 
people who work within it. As- 
|suming adequate natural re- 
| sources, how dynamic it is will 
|depend substantially on the ex- 
| tent to which the potentialities of 
‘its citizens are realized; upon 
how much use is made of their 
natural inventiveness and re- 
sourcefulness, and upon how well 
they work together. We had an 
excellent example of what could 
| be accomplished by teamwork 
during the war. We are learning 
| sailien-=dink hard way—the high 
cost of conflict between groups. 
We will discuss what can be done 
|about that later. Let’s first try 
'to find out what makes people 
work and think. 

Few people work for work’s 
seke. Fewer settle down to the 
tough job of thinking just for 
the fun of it. Most of us ordinary 
fellows put forth our best effort 
only as a result of pressure in the 
form of penalties for inaction, and 
rewards for extra exertion. Re- 
wards are the most powerful in- 
fluence. In fact, psychologists 
have discovered that rewards 
have nine times the pulling power 
of penalties, and the psycholo- 
gists also warn against excessive 
fear as a penalty, because fear 
corrodes and does not stimulate. 
(The Nazis found slave labor in- 
efficient and wasteful.) It is 
healthy for people to be con- 
eerned about their future, dan- 
gerous to have them fearful.*Our 
American system has traditionally 
offered rich rewards for hard 
work and creative thinking. It has 
imposed reasonable penalties on 
those who did not work or think. 
That’s why it has been dynamic. 

Of course, we have used re- 
wards and penalties most effec- 
tively in the field of private en- 
terprise. In some areas, publicly 
owned facilities can serve the 
public better, and there public 











enterprise should have the job. 
But we cannot expect public en- 
terprise to be as dynamic as pri- 
vate enterprise. The pressures— 
rewards and penalties—that cre- 
ate dynamism are much stronger 
in private enterprise: For in- 
stance, private enterprise can go 
sroke. That’s a penalty that means 

mething: No one wants to Zo 
oroke. And the private concern 
can offer greater incentives to its 
management and its employees 
:Or working hard and thinking 
hard. Because people are people, 
bigger incentives call forth 
greater cfforts. That’s why if 
we're to keep our economy dy- 
namic, private enterprise must 
continue to have the predominant 
role. 

Reason for Instability 


Why has our economy had a 
tendency toward instability? The 
answer is simple: In a free econ- 
omy, market demand is unstable. 
All of us can determine for our- 
selves how much of what we have 
we want to spend, when we want 
to spend it, and what we want to 
buy. The higher our standard of 
living, the greater the instability, 
and again the reason is obvious. 
If most of us are just barely able 
to earn a minimum living, we 
will have little choice as to what 
we buy or when we buy it. Our 
money will go for food, clothing, 
and shelter, that we have to have 
regularly. On the other hand, the 
more money we have beyond 
what we must use for basic needs, 
the more chance we have to 
choose what we buy and the 
larger the number of purchases 
which we can postpone. 

What is true of the individual 
buyer is true of business. Busi- 
ness can postpone their purchases 
even more easily than individu- 
als. Modern competition makes 
business put more and more of 
their money into capital goods— 
buildings and machinery, office 
and store equipment, and inven- 
tories—to make possible low-cost 
production and to provide the 
values and services which buy- 





ers demand. If businesses do not 
| make such purchases, the savings 
of both individuals and businesses 
|cannot find their way into the 
stream of active, creative capital. 
But businessmen will make in- 
vestments in such capital goods 
only if there is a promise of a rea- 
sonable profit; so these purchases 
are postponable. When chances 
of profit are dreary, they are 
often put off even though ample 
cash reserves are on hand. The 
problem of market demand is 
thus a dual problem: There must 
be the power to purchase and a 
willingness to spend, before we 
can have adequate market de- 
mand. 

If we are ,right, then the 
strength of our democratic cap- 
italism lies in its natural lusty 
vitality; its weakness is its in- 
herent tendency toward uncon- 
trolled fluctuations. There- 
fore, it is up to-us to adopt meas- 
ures which will protect and en- 
hance its dynamism and mini- 
mize its instability. Some of these 
measures are already known. 
All that is necessary is getting 
them applied. 





Calls for Competent, 
Aggressive Research 


In addition to these measures 
about which we are certain, there 
are a great number which have 
been proposed about which there 


can be a real question. Only 
urea competent, aggressive 
and comprehensive research can 
we acquire the knowledge nec- 
|essary to determine which meas- 
‘ures ere sound: which are un- 
sound. We have, for example, had 
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mumerous proposals offered for the 
management of the public debt. 


Various suggestions also have 
been made for controlling the 
flow of credit. And, of course. 


in the last several years we have 
had open season on proposals for 
guaranteeing full employment. 
Research alone will not do the 
job. It can produce the facts but 
we ourselves have to supply the 
courage to face those facts. We 
must not repeat the cycle which 
followed World War I, when our 
nostalgia for normalcy resulted 
in an opposition to all change. 
which was followed, quite nat- 
urally, by change for the sake of 
change—much of it stupid. We 
must not only face the facts with 
courage, but also translate them 
into economic policy which will 
keep our system of capitalism 
dynamic and promote its stability. 
By “we” I mean all of us—em- 
ployees, employers, farmers and 
government officials. 


Part Federal Government Plays 


One fact which we have got to 
face new is that the federal gov- 
ernment plays an important part 
in our capitalistic system. Those 
who claim that all we have to 
do is “unshackle free enterprise” 
are guilty of loose, irresponsible 
talk. We want a government of 
laws—not a personal government 
—and the government must ad- 
minister those laws. But men 
who say that the role of govern- 
ment should be merely. that of 
an “umpire” have their heads in 
the sand. Our federal govern- 
ment intends to take at least $20 
billions away from its citizens in 
taxes every year; and it will spend 
at least $20 billions. (It’s taking 
$40 billions and planning to spend 
$40 billions this year.) That fact 
alone makes it impossible for the 
government to be neutral in its 
influence. In the future, as in the 
past, private enterprise must ac- 
cept the larger part of the burden 
of keeping our economy dynamic. 
Nevertheless, the economic oper- 
ations of the government will 
have a substantial effect on dy- 
namism, and a controlling influ- 
ence on stability. 

Shockingly little is known 
about what our government 
should do to promote national 
prosperity. However, it is fairly 
easy to indicate areas where re- 
search would unquestionably 
bring to light measures of great 
value. And we have enough 
knowledge so that certain of our 
suggestions can be quite specific. 


What Government Should Do 


Let’s start with a general state- 
ment. The function of government 
is to create conditions under 
which free labor and free busi- 
ness can work effectively in the 
public interest. Using this as a 
guide, I propose that to encourage 
dynamism: 

1. We need a complete recast of 
our tax system. 

In the past, legislators have 
drafted tax laws with an eye to 
losing the fewest number of votes. 
Yet we must have business ex- 
pansion if we are to have high 
employment. Therefore, our pri- 
mary concern must be with the 
impact of taxes on business ex- 
pansion. 

We have already reached the 
danger point with our present tax 
system. Exact figures are not 
available but certainly over half 
of the seed money for the growth 
of business has come from plowed- 
back earnings. What might have 
happened over the past 100 years 
if we had had a 38% tax rate, 
nobody knows, but there is no 
question but that taxing away 
seed money is dangerous. ‘ 

Too many of us make the mis- 
take of thinking that taxes are 
paid by business. Business can 
collect taxes, but taxes are paid 
by people. People—live, human 
beings—pay all taxes. Taxes on 
business are spread among the 


If we hope to have a dynamic 


economy, we have already point-/} 


ed out that we must have in- 
centives that draw out the un- 
common talents of our creative 
people. Monetary reward, of 
course, is not the only incentive, 
but the urge to create is damp- 
ened in all of us—actors, chem- 
ists, writers, physicists, business 
managers, etc.—when the govern- 
ment takes up to 90% of our 
earnings in taxes. We must re- 
vise our tax system so that it 
does not. bear too heavily on the 
creative inventive forces that 
have been traditional in Ameri- 
can capitalism. 


2. Gevernment must plan for 
competition. 

Too many ‘businessmen, labor 
leaders, and government agencies 
have directed their plans against 
competition by schemes of price 
maintenance, freezing of trade 


| 
' practices and such measures. The 
government must pursue with 
great vigor a policy which will: 
Eliminate monopolistic practices, 
on the part of either business or 
labor; extend the area of compe- 
tition; and promote Stability in 
ways that will supplement com- 
petition rather than restrain or 
extinguish it. 
3. Government must promote 
new and small business. 
Obstacles which stand in the 
way of new business and the 
growth of small business must be 
removed. The special handicaps 
which confront small business- 
men must be recognized and new 
or expanded fields of credit made 
available to them upon proof of 
capable management. Commercial 
banking, faced with the dual re- 
sponsibility of providing an ade- 
quate flow of commercial credit 
and, at the same time, safeguard- 








ing the funds of its depositors, is | 
necessarily limited in the amount 
of equity capital it can furnish, 
but where such limitation results 
in an inadequate amount of de- 
Sirable credit perhaps the Fed- 
eral Reserve System can cooper- 
ate with investment bankers in 
working out new and more ef- 
fective arrangements. 


4. Our government should pro- 
mote international private 
trading. 

This is more difficult than ever 
today because the war accelerated 
the tendency toward making in- 
ternational trade a state function. 
In this field our government has 
already taken the lead in break- 
ing down artificial trade barriers 
and restoring opportunity to the 
private trader. If we are to 
achieve this goal, we must have 
help from other countries. I am 
hopeful that we have made a 





good beginning with the British 
loan. It is the first step toward 
international economic coordina- 
tion. And we must have inter- 
national economic coordination if 
we are to have political coordi- 
nation and, finally, world peace. 


Taxes Come Firsi 


Now, how can our federal gov- 
ernment contribute stability ta 
yaad economy? Again, taxes come 
irst: 


(1) Our tax system must be re- 
vised to help counteract both in- 
flation and deflation. This should 
not be too difficult. As a basic 
principle of tax policy our tax 
rates should be set to balance 
the budget in a period of normal 
prosperity and then let alone. In 
a year of high prosperity (such 
as the present fiscal year) a sub- 
stantial surplus of receipts over 


(Continued on page 1804). 








consumers, workers, and invest- 
©ors—people, every one of them. 
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cannot be. ignored. 


New Issues vs. Mutual Funds 


Once again it has taken-adversity—and crippling losses to the 
very people who could least afford them—to demonstrate that- suc- 
cessful investing is a difficult, full-time, professional job. Moreover, 
it is a job wherein fundamentals and the basic rules of prudence 


& 





All - investing involves the 
placing of capital at risk. And 
a first consideration of every in- 
vestor should be the kind and 
degree of risk he can prudently 
assume. 


New common stock issues, by 


whic’ only time will erase. Ob- 
viously, they must be “attrac- 
tive’ in order to be sold. But 


the fact remains that a high per- 
centage of all common stccks is- 
sued in this country during the 
last 40 years are entirely worth- 
less today. Only a select few have 
successfully negotiated the devel- 
mental “bad lands” and entered 
the green fields of profitable 
“seasoned” investments. 

Some new issues, of course, do 
prove highly profitable. But only 
relatively weatlthy investors can 
afford to assume the risks in- 
volved in reaching for the poten- 
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tial gain. That is why such issues 
have been réferred to as “a’rich 
man’s gamble.” For the vast ma- 
jority of investors there is still no 
substitute for the careful selection 
of seasoned securities, the broad 


and large, involve a relatively | diversificaion, and the continuous 
high degree of risk. They repre-| Professional supervision which the 
sent a host of question marks| ™utual funds provide. 


And yet each recurring period 
of prosperity in the business cycle 
siphons off some of the savings 
of Widow Jones and Farmer 
Brown and Doctor Smith into new 
enterprises on the mistaken notion 
that they are “investing” their 
money—a process which inevit- 
ably accentuaes the peaks and 
valleys, embitters the unsuspecting 
investors, provides ammunition 
for the “isms” and the bureau- 
crats and does harm to our capi- 
talistic system generally. 

Here, for example, are the up- 
to-date market records of certain 
recent new common sock issues: 


MARKET PERFORMANCE OF CERTAIN RECENT NEW ISSUES 


Date Offering Close Percentage 
Offered Price 9-19-46 of Decline 
Jan 28 21 12 43 % 
Jan 14 5 2% 52 
Jan 23 20% 10% 48 
Jan 30 25% 16% 36 
Mar 6 31 15% 50 
Mar 22 11 3% 66 
Mar 4 6 24 58 
Apr 10 18 11% 36 
Apr 23 8.20 3% 60 
Apr 10 3 1 66 
Apr 15 19% 11% 43 
Apr 9 26 14% 44 
May 14 3 1% 54 
May 21 9 42 50 
May 2 32% 20% 38 
May 15 33 21% 34 
May 3 5 2% 55 
May 2 15% 5 68 
Jun 4 36% 24 35 
Jun 13 16% 9% 43 
Jun 17 25 16% 34 
July 9 2412 14% 39 
July 16 26% 16% 38 
July 17 9% 5 46 
July 22 17 8Y% 51 
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By way of comparison, here is 
the performance of several repre- 
sentative. mutual funds: 


BALANCED FUNDS 
*Decline from 
1946 Peak to 
Sept. 19, 1946 


Fund A 15.13% 
Fund 3B 15.04 
Fund C 20.76 
Fund D Aid 15.68 
Fund E : 14.15 
COMMON STOCK FUNDS 
Fund A 23.97% 
Pund B 25.21 
Fund C 25.18 
Fund D 24.87 
Fund: E. 24.45 
AVERAGES 
Dow-Jones Industrials 21.19% 
Dow-Jones: Rails 31.08 
Dow-Jones Composite___ ei 23.94 


*Decline in net asset value per share. 
All figures, including the Averages, are 
adjusted for dividends paid. 

Nor do these comparisons tell 
the whole story—that will require 
time. The decline in mutual fund 
shares represents a price mark- 
down on investment values fol- 
lowing a _ substantial price ad- 





vance. Although professional in- 
vestment analysts do no agree on 
the time that will be required for 
recovery, most of them believe 
that the mark-down will be only 
temporary. 

And, regardless of interme- 
diate market action, investors 
who own mutual fund shares 
have the assurance of a steady 


flow of income — plus ready 
marketability should they 
need it. 

By contrast, quie a few new 


common stock issues offered this 
year provide neither the assur- 
ance of continued income nor 
ready marketability to the degree 
required by the prudent investor. 
Undoubtedly some of them will 
ultimately muke the grade—but 
others won't. And, regardless of 
its merits as a pastime, trying to 
“pick the winners” among each 
crop of new issues is a tempta- 


tion that the prudent investor will 
avoid. 





expenditures should be produced. 
In-a year of low business activi- 
ty, there would be a deficit. On 
the basis of our past economic 
history, we have every right to 
expect that in any normal cycle 
of years conditions would aver- 
age out at something better than 
normal prosperity. That means, 
of course, that in such a cycle re- 
ceipts would exceed expenditures. 
The significant feature of stabil- 
ized tax rates is that they result 
in the collection of a high vol- 
ume of tax dollars in periods 
when inflation threatens and a 
low volume of tax dollars in 
periods of depression. Stated 
otherwise, it takes money away 
from people when they are in- 
clined to spend too much and 
leaves money with them when 
they have too little to spend. 


(2) Federal and local govern- 
ments can help stabilize the econ- 
omy through better timing of 
public works. In the past we have 
had the greatest volume of public 
works during times of prosperity 
and the lowest volume during de- 
pressions. It ought to be the 
other way around. If we are to 
have a sensible program, we must 
have advanced planning by 
planning I mean blue printing, 
together with detailed schedules 
for financing. Some public works 
cannot be postponed, but as much 
as possible public building should 
be timed to combat the fluctua- 
tions of the economy. 


(3) Our government should ex- 
pand and consolidate unemploy- 
ment compensation coverage. So 
far, we have scarcely begun the 
use of insurance as a social tool. 
It can help maintain purchasing 
power, and it gives people the 
confidence of guaranteed personal 
security. We should not be con- 
tent until every worker is cov- 
ered. Although payments should 
never be large enough to make 
unemployment attractive. 
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Capitalism—Its Promise 
And Problems 


(Continued from page 1803) 


(4) Government may also have 
an opportunity, through a proper 
study of the credit structure, to 
develop automatic controls which 
will tend to counteract booms and 
depressions. Up to now, our credit 
system has tended to heighten 
booms and deepen depressions. 
I do not pretend to know what 
should be done. I de know there 
have been times when it was too 
easy to get credit, other times 
when it was most difficult to 
get it even though a business was 
solvent. Obviously it is you bank- 
ers who have the knowledge nec- 
essary to make practical sugges- 
tions for improvements. I realize 
that substantial credit pools al- 
ready have been organized by 
private bankers and that other 
steps have been taken. I am op- 
posed to the government extend- 
ing its activities into the private 
banking field, but I raise the 
question as to whether there are 
not cooperative steps which can 
be taken by the federal govern- 
ment. If there are, prompt action 
is desirable. If there is either in- 
action or too much delay, crack- 
pot measures may be adopted. 

Now what are the responsibili- 
ties of businessmen for making 
our economy dynamically stable? 
The following recommendations 
do not depend on future research. 
They point to actions which busi- 
nessmen can take today. I urge 
every employer to examine his 
own business — whether he has 
two workers or 2,000—to see if 
he cannot help in one of the fol- 
lowing ways: 

First, we must push forward 
the search for new products and 
services. New products can en- 
rich our lives and fill needs of 
which we are unaware today. 
Radio is the most recent example 
of such a product. We can get 
some idea of the debt we owe to 
commercial research if we stop 
to realize that more than 50% of 
our people today are employed 
in manufacturing and servicing 
products which were unknown 
50 years ago. The automobile in- 
dustry alone provides jobs for 
over a million people. Whether 
you design a new airplane or 
work out a bettter way to deliver 
milk, you have added to the total 
dynamics of our economy by cre~ 
ative, resourceful action. 


Second, it is the responsibili- 
ty of every business leader to pro- 
vide conditions which will en- 
courage the growth and develop- 
ment of those associated with 
him. Far and above the responsi- 
bility of management for its prod- 
ucts is responsibility for its 
people. Business managers are in 
a very real sense the trustees 
of the potentialities of those who 








work for them. It,is people who 
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make a business. Show me a busi- 
ness where people are growing, 
and I will show you a business 
that is making a true contribu- 
tion toward a dynamic America. 


Third, the greatest contribution 
any businessman can make to- 
ward stability is to operate his 
business profitably. Every busi- 
nessman owes this major respon- 
sibility to his stockholders, his 
associates, his workers, and the| 
public. Only a profitable business 





can offer security to its em- 
ployees. 

Fourth, every employer should 
regularize employment ih his 


business to the greatest possible 
extent. Much has already been 
done, but we can do more to 
flatten out the seasonal curve of 
employment in most industries. 


Fifth, and last, businessmen 
should exercise scientific control 
of sales expenditures. In the past 
American concerns have kept’ 
their sales and advertising budg- | 
ets high when business’ was | 
good and easy to get. Sometimes | 
some of these expenditures were | 
questionable. When business was | 
slow, and sales tough to get, sales | 
and advertising were pared to a 
minimum. This is neither good 
business nor good sense. If we 
are to have a stabilized market 
demand, selling pressures should 
be maintained—perhaps increased 
—at the first sign of a decline in 
business. We must avoid spend- 
ing sprees when business is good, 
so that reserves will be available 
when extra pressure is needed. I 
know of no single way business 


managers can do more to help | 


stabilize market demand than 
through greater stabilization of 
sales in advertising exvenditures 
Leaders in agriculture and 
labor face the responsibility for 
proposing measures in their fields 
which will promote dynamic sta- 
bility. It would be presumptuous 
of me to suggest what those 
measures should be. This I will 
say—that not only must each 
group have a sound group pro- 
gram but that groups must do a 
much better job of working to- 
gether from now out than they 
have since V-J Day. It behooves 
management and labor quickly 
te find the means for promoting 
industrial peace on the industrial 
front. Strikes and lock-outs are 
similar in effect to the atomic 
bomb on the war front. They in- 
jure those not only against whom 
they are directed, but the whole 
community as well. Means must 
be found for settling difficulties 
without reckless use of such de- 
structive weapons. It also be- 
hooves leaders of management 
and labor to understand the 
problems facing agriculture and 
be prepared to support a sound 
program. We must be Americans 
first and businessmen, labor lead- 
ers, agricultural leaders and gov- 
ernment officiais second. 


Perhaps I have said enough to 
make clear the magnitude of the 
task that lies ahead. I am sure 
you will agree with me that the 
stakes we are fighting for are 
tremendous. More is_ involved 
than the maintenance of a free 
economy, because unless we can 
keep our economy free our free 
system will collapse. If our free 
system in America collapses, free- 
dom and liberty will be words 
empty of meaning throughout the 
world. People yearn for freedom 
but first they want bread. If we 
do succeed in reaching our eco- 
nomic goals, then I predict that 
the world drift toward collectiv- 
ism which was so marked be- 
tween World Wars I and II will 
be reversed and that before too 
many years have passed our 
special type of democratic cap- 
italism will become a pattern for 
all the world, and that not only in 
America but everywhere, there 
will be equality as well as cer- 
tainty of opportunity for growth 
= development of the individ- 


— materially, intellectually, |. 
_ id. spiritually; o + - | ae 





Britain and Bretton Woods 


(Continued from page 1781) 


There is, however, a funda- 
mental difference between the 
present situation and that of the 
inter-war period. The present ar- 
rangement is such that unless 
Britain borrows from the Fund and 
the Bank she automatically lends 
through them. This is because of 
the substantial size of the British 
quota in their capital resources. 
It is true, in the 1930s Britain 
participated in the share capital 
of the Bank for International 
Settlements. The amount involved 
was, however, negligible com- 
pared with that of the British 
commitments in connection with 
the Bretton Woods institutions. 

Until recently, Mr. Dalton’s un- 
willingness to borrow from the 
Fund or the Bank met with 





unanimous approval in Britain. 
There have been lately, however, 
signs of criticism, precisely be- 
cause it has come to be realized 
that, by abstaining from borrow- 
ing, Britain actually lends abroad 
the part of the British contribu- 
tion that is payable in gold coins 
from the American loan, so that 


Britain relends what she had bor- 
rowed. The bulk of the payments 
have to be made, it is true, in 
Sterling, and Britain has un- 
limited amounts of it. But since 
the Sterling thus contributed will 
be borowed by other countries, 
the net result is that Britain has 
to export goods without receiving 
for them either gold or foreign 





exchange, or goods in return — at 
any rate for the present. ' 

Obviously, at the present stage, 
Britain can ill afford to be thus 
out of pocket. To prevent this, it 
has been suggested that Mr. Dal- 
ton should change his attitude 
and should borrow from the Fund 
or the Bank or both an amount 
equal to the actual contributions 
made towards their capital re- 
sources. If this is done, it is con- 
tended, then Britain has neither 
lent to nor borrowed from the 
Bretton Woods institutions. 

It is now felt that Britain 
should not lend abroad when she 
has no lendable surplus, merely 
out of considerations of prestige 
and dignity. Too much of this sort 
of thing has already been done. 


Britain could not afford her con- 
tribution to UNRRA, or her share 
in the Chinese loan, to mention 
only these instances. The idea 





that Britain must keep up appear- 
ances even though she is ob- 
viously not in a position to lend 
abroad has been subject to much 
criticism. In 1931, when the 
pound was becoming shaky, a 
City wit once observed “Britain 
does not yet know she is bank- 
rupt, Germany already knows it, 
Austria has already forgotten it.” 
Today Britain, although not 
bankrupt, certainly ought to know 
that she cannot indulge in the 
luxury of lending abroad. Lending 
through contributing to the re- 
sources of the Fund and the Bank 
is no exception from. this rule. 
Those who have realized this are 
likely to press Mr. Dalton to re- 
borrow the amounts of the Brit- 
ish contributions. To abstain from 
doing so out of resentment for 
past grievances would amount to 


cutting off his nose to spite his 
face, 
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For the nation’s oil companies not only are dramatically dem- 
onstrating their inherent stability by continuing to operate’ prof- 
itably with negligible pricc increases, they also are taking 
unusually progressive action—rapidly broadening their field 
through research and the development of new products. 
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Los Angeles Entertains N. S. T. A. 
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Thomas Graham, Bankers Bond Co., Louisville, retiring N. S. T. A. President; Graham Walker, National Quotation Bureau, Inc., New York; Frank White, 
Clifford E. Poindexter, Turner-Poindexter & Co., Los Angeles, President of the National @uotation Bureau, Inc., San Francisco; Joseph Gannon, May & Gannon, 
Security Traders Association of Los Angeles; R. Victor Mosley, Stroud & Co., Boston; John O’Neill, Stein Bros. & Boyce, Baltimore. 


Phiiadelphia, President-elect of the N. S. T. A. 








Harold B. Smith, Collin, Norton & Co., New York, Chairman of the N. S. T. A. John C. Hecht; Butler-Huff & Co., Los Angeles; Wm. Perry Brown, Newman, 
National Advertising Committee; Donald E. Summerell, Wagenseller & Durst, Inc., Brown & Co., New Orleans; Paul Goldschmidt, Pacific Co., of California, Los Angeles. 
Los Angeles. Southern California Regional Chairman of the N. S. T. A. Advertising y 
Commiitee. 





S. EK. C. Commissioner Robert McConnaughey; Stephen G. McKeon, Chas. W. 
Scranton & Co., New Haven, Conn. 





Paul 1. Moreland, Moreland & Co., Detroit: Jesse Sanders, Sanders & Newsom, 
Dailas; Paul 1. Yarrow, Clement, Curtis & Co., Chicago. 








Los Angeles Entertains NSTA 


The Security Traders Association of Los Angeles en- 
tertained those on the special train from the National Se- 
curity Traders Association Convention in Seattle at a buf- 
fet dinner and cocktail party at the Ambassador Hotel, 
Sept. 25. 


Wives of the delegates were guests of the local organi- 
zation at Tom Brenneman’s “Breakfast in Hollywood” Sept. 
26, after which they made a tour through the city and to the 
beaches. The Los Angeles Traders organization furnished 
thirty-five automobiles for the visitors to see the sights of 


ee Southern California. 

Herbert Petty, Equitable Securities Co., Nashville, Tenn.; R. W. Thornburgh, 
W.C. Thornburgh Co., C-ncinnati; H. F. Burkholder, Equitable Securities Co., Nash 
ville; Mrs. Ora M. Ferguson, Merrill Lynch, Pierce, Fenner & Beane, Louisville. 
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Nationalization vs Free Enterprise 


(Continued from page 1798) 
Government Regulation — Man- 
agement is developed in layers of 
authority from the top down. The 
most successful producers are 
those who see to it that such pro- 
cedure prevails. They thereby ob- 


tain the benefit for the buyers|d 


of the individual ability of all the 


to operate in this manner. 
7 


Under Nationalization — Work- 
ers tend to become static. Some 
political appointee without proper 
knowledge of the business may 
be over them. The effect is to 
discourage the exercise of initi- 
ative for the good of the business 


Again, when a certain amount of | 


progress has been attained, a po- 
sition may be reached that may 
be jeopardized by elections, if the 
government is only semi-totali- 
tarian, or by appointments if it is 
fully totalitarian, a_ situation 
which nationalization of industry 
inevitably leads to. 

Under Private Enterprise With 
Government Regulation — 
Throughout the layers of author- 
ity, workers can move forward a 
their ability and progress and pro- 
duction make possible to higher 
and higher positions. The com- 
petition to improve their posi- 
tions tends to improve production 
methods and reduce costs. There 
is no fear of reaching a levei 
where a turnover in _ political 
power will make them lose their 
positions. 


8 


Under Nationalization — Under 
extegded nationalization, labor 
must lose its right to strike and 
all semblance of collective bar- 
- gaining. It will have to deal 
- with government officials who 





1} 


will have the power to ignore re- | 


quests for consideration fron 
labor. Strikes against government 
ould be against the constituted | 


authority of a country and if al- 
lowed to prevail, would definitely 
weaken the government to th 
etriment of the whole nation 


|The wage question would certain- 
workers. The'result is a growing|ly have to become static. 
tendency on the part of industry} — , : 

=a Under Private Enterprise With | 


| Government Regulation — Labo: 


would have the right to strike 


snd. could meet its problemg| “el ¢! 
| Institutions, 
Pride of possession and 
taking part in furthering a pros- 
community do i 
must be dull and drab. 
nationalization of one 
dustry would not, of course, bring 
nationalization | 
|once started grows toward com- 
1ationalization and _ totali- 
tarianism with great rapidity un- 
less the people see their error i 
| time to stop it. 


through collective bargaining 


Under wise labor laws that would | 


be fair to labor, fair to employers, 
and fair to the public, this would 
be in the interest of all concerned, 


9 


Under Nationalization—Variou? 
layers of authority built the red 


tape that inevitably exists under | 


bureaucratic government, and na- 
tionalization of industry without 
such form of government is im- 
possible. 

Under Private Enterprise Wit! 
Government Regulation—Variou 
layers of authority can be effi- 
ciently regulated. 


10 


Under Nationalization — The |‘ 


natural struggle of men for power 
over others, which is an inherent 
part of government development 
finds this character of disability | 
in nationalized production. The 


effect is against the interest of | 


consumers. 


Under Private Enterprise With 


Government Regulation—Instead 
of competition for power, in pri-| 


vate industry the competition is 


sastieniecaien — 
nationalization, the incentives that 
' government adds some- 
production 
it to its citizens, 
is only taxing them in a different 
: ‘or the things they buy. 
creation of a com- 


undergo the 
joy of building their government 
their educational 


Under Private Enterprise With 
| Gevernment Regulation — In 
i private 


along competitive lines, 
reduce costs and make goods that | 
by consumers. 
_ineentive for profit builds for the 
nation through increased income. 
It enables the purchase of goods | 
produced by all other i 
| that may be directly or indirectly | 
in the economic or 
pence economy. Profit is necessary | 
|in a community economy to take | 
| care of government, of the church, | 
|of education, and of cultural ac- 
tivities and the welfare of the 
Profit offers an incentive | 
for more lucrative employment,)} that helps to create a more beau- 
which is based upon the exercise | tiful world. Like every function 
of greater efficiency which means | of mankind, it can be abused. Cor- 
reduced cost of production; there-! rection of abuses can be made 
fore, is in favor-of the consumers.'through government regulations. 


There is no excuse for the de- 
struction of profit when under 
proper conditions that are attain- 
able, it can serve the people in 
tremendous ways that are far be- 
yond measurement. 


12 
Under Nationalization — Regi- 


mentation under nationalization is 
inevitable, and regimentation pos- 
itively leads to the mental deteri- | 
oration of a people. Manpower 
production is sure to fall, and the 
standard of living’ of the people 
|must go down with it. Minorities | 
could not obtain consideration. 
Under Private Enterprise With | 
Government Regulation — The! 
freedom of the people, their abil- 
ity to worship as they will, to 
understand what is going on about | 
them, to exercise their own de- 
sires, to build their lives as they 
choose without being subject to 
the wills of other men, all under 
rgulations of government whose | 
only curtailment of their freedom 
lies in the protection of the rights 
of others that every. individual 
|must recognize before he can 
claim rights for himself, are pos- 
$|sible under private enterprise. 


13 
Under Nationalization—Extend- 


ed nationalization would lead to 
| the extension of police power on 
|a totalitarian basis which aims to 
| bring the individual citizen under 


the power of police in such man- 


|ner that he must follow the gov- 
|/ernment line or be destroyed. 


Under Private Enterprise With 


Government Regulation — Police 
| systems under freedom of enter- 


|prise can not function in any 
manner that will. control the will 
of citizens or that can develop an 


| espionage system that can prevent 
the will of the people from func- 


tioning. 
14 


Under Nationalization—Extend- 





ed nationalization of banking and 
industry, in forcing the people 
into a position of mere pawns, 
would result in preventing them 
from raising their voices in pro- 
test against government abuses as 
they would. be in danger of hav- 
ing-such voices silenced forever. 

Under PrivategEnterprise With 
Government R€@gulation—Among 


‘the freedoms that follow private 


enterprise, the right to raise his 
voice in protest is open to the 
stockholder and also to the con- 
sumer public, and both are pro- 
tected because appeal can be 
made to government in _ case 
rights are abused. Freedoms that 
exist, when exercised properly, 
develop pride in successful pro- 


| duction and in country. 


15 


Under Nationalization — The 
very nature of banking. is such 


‘that to serve the people it must 


be carried on in a ‘manner free 
from political prejudices, which 
is impossible under nationaliza- 
tion. Banking could be utilized 
to further impractical government 
plans that are against the inter- 
ests of the people. 


Under Private Enterprise With 
Government Regulation — Credit 
must be extended to further a 
sound economy on the. basis of 
character and ability to. repay 
loans made, which is only possible 
under private enterprise. 


16 


Under Nationalization — There 
can be no checks upon the meth- 
ods of carrying on. government 
banking except as men in gov- 
ernment may determine, and 
such men are often. in position 
where they are the ones. to be 
checked. Losses can be met from 
taxation, without the people be- 
coming aware of it. 

Citizens become more and more 


(Continued on page 1808) 
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Which company is the 
world’s largest refiner and marketer 
of 100% Pennsylvania Oil? 








New York 





TIDE WATER 
ASSOCIATED 
OiL COMPANY 


Tulsa San Francisco 
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Bank and Insurance Stocks | 


By E. A. VAN DEUSEN 


























This Week — Insurance Stocks 


: This is “Fire Prevention Week”; newspapers, financial and trade 
journals, popular magazines, radio and movies are urgently impress- 
ing on the public the need for unremitting vigilance and intelligent 
preventive measures, in order that the destructive toll of fire may 


be drastically reduced. 


The National Board of Fire Underwriters 
losses in the United States for the» 





points out that fire 


first eight months of 1943 aggre-|1930 when the total was $501,- 
gated $373,323,000, which amount | 981,000. 


is in excess of the annual totals 
of eleven years out of the last 
fourteen. If this trend continues, 
the Board states that “total fire 
waste for 1946 will be nearly $600 
millions, the highest ever known 





| 
| 





It is not the intent of this col- 


umn to minimize the seriousness 


of fire losses, for when half a 
billion dollars of productive prop- 
erty goes up in smoke in a period 
of twelve months, it constitutes a 


im any year of history.” In 1945,| serious economic waste, to say 

annual fire losses aggregated|nothing of the accompanying 

$455,329,000, the highest since! tragedy of lost human lives. But 

4 Total Assets 
Fire Per Stock & 

Year Total Losses Population Capita Mutual Co’s. 

($000 ) (000) ($000) 
05 —..-- - 165,222 83,984 1.97 544,182 
Sas 518,612 85,600 ee SS ees, eS 
ARTES ” 215,085 £7,200 AY. See E 
ee c.ace 217,886 88,800 SP 6 cl 5 Ras aha 
a 188,705 90,400 2.10 Pca one 
FR 214,003 91,973 2.33 572,899 
SE dlones Sais 217,005 93,250 Sse Sal a aa tet 
ee. o.6.—. 206,439 94,600 As weal cate 
ales on 203,764 95,950 Se Searels pea 
ED i os 221,439 97,350 Sak eae ares 
EE si sclatons 172,033 98,700 1.75 873,945 
2086 ..._.. 258,378 100.100 2.58 965,859 
Spee: c..-. 289,535 101,500 2.85 1,077,952 
ed osink ails 353,879 102,900 3.43 1,189,785 
2019 ____.-. 320,540 164,300 3.07 1,391,096 
920 \....-- 447.887 105,711 4.25 1,569,141 
le 495,406 107,400 4.52 1,592,351 
SRS 506,541 109,100 4.65 1,627,345 
ES lias 535,373 110,800 4.83 1,782,383 
ag24 .._._- 549,062 112,500 4.88 1,913,477 
Ss 559,418 114,200 4.90 2,092,499 
SD iS oSonn 561,981 115,900 4.85 2,248,197 
Pen 472,934 117,600 4.02 2,503,063 
ae 2-...- 464,607 119,300 3.88 2,867,832 
ae 459,446 121,000 3.79 3,084,057 
| aa 501,981 122,775 4.08 2,834,708 
ek wt... 451,644 123,650 3.65 2,640,2 53 
9982 _.._-- 400,860 124,550 3.21 2,484,357 
es. ...-.- 271,453 125,450 2.16 2,229,590 
mee ....-- 271,197 126,350 2.14 2,273,866 
eg65 ...... 235,263 127,250 1.84 2,556,122 
BE dwmee 266,659 128,150 2.08 2,815,293 
aa 254,959 129,050 1.97 2,630,815 
I ieiceestinona 258,478 129,950 2.07 2,751,314 
2939 __...- 275,102 130,850 2.10 2,940,489 
EE dads 285,879 131,570 2.17 2,933,738 
ae 303,895 132,520 2.30 3,052,316 
SS 314,295 133,370 2.36 3,123,352 
aa 380,235 134,220 2.83 3,446,091 
ae 423,538 135,070 3.14 3,750,169 
SA 455,329 135,920 3.45 4,237,313 
SE *575,000 137,000 kyle a 
*Estimated. 
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1a little perspective is sometimes 


| 


| mediate picture. 


a good thing when studying a sit- 
uation, in order that our views be 
not unduly distorted by the im- 
For this reason 


the accompanying 42 year record 
| of fire losses in the United States 


is presented. The table also shows 
the growth in population and the 


' growth in assets of fire insurance 


companies over the period, two 


| items of importance which usually 


| year 1905, 


are ignored when fire losses are 
discussed. 

The tabulation starts with the 
when fire losses to- 


'taled $165,222,000 or less than 


2.00 per capita of population. In 


1906, due to the San Francisco 


| earthquake 


and _ conflagration, 
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losses 
equivalent to $6.06 per capita, the 
latter being the highest on record. 
Annual losses in the subsequent 
decade average roughly $200,000,- 
000, but this period was followed 


jumped to $518,612,000, 


by fifteen years of irregularly 
rising losses, which in several 
years exceeded half a billion dol- 
lars. It was not until 1933 that 
annual losses dropped again be- 
low $300,000,000, under which 
figure they remained until the 
year 1941. 

In the year 1945 losses were 
$455,329,000, a figure that has 
been exceeded eleven times in 
the previous 39 years; with regard 
to 1946, it seems probable that 
total losses may reach an all time 
high, though it is not yet certain 
that they will exceed 1924, 1925 
and 1926 losses. 

Over this 42 year period the 
population has increased from 
approximately 84,000,000 to ap- 








proximately 137,000,000, a gain of 
53,000,000 or 63%. Consequently 
the record of recent losses on a 
per capita basis shows actually 
some improvement over earlier 
years, particularly over the 1920- 
1930 period, though per capita 
losses in 1944 and 1945 were sub- 
stantially above the 1932 to 1943 
level. 

The fourth column of the tabu- 
lation shows the total assets of 
all stock and mutual fire insur- 
ance companies. It will be noted 
that in 1945 their total assets were 
nearly eight times their 1905 to- 
tal. In 1905 total fire losses rep- 
resented approximately 30% of 
total assets; in 1906 losses were 
more than 90%. The high annual 
fire losses of the 1920-1930 decade 
average approximately 24.0%, 
while in 1945, fire losses repre- 
sented little more than 10% of 
total assets. 





Another factor that should be 





given its due consideration in ap- 
praising the long term trend of 
fire losses, expressed in dollars, 
is the great change in. the value 
of the dollar that has taken place 
over the past four decades. As 
of July 1946 the index of the 
value of the dollar was 71, com- 
pared with 100 for 1935-39 aver- 
age, and 141.4 for the year 1913. 
Thus today’s dollar has only 
about half the value of the dollar 
of forty years ago. 

Notes: Population data interpo- 
lated annually from U. S. Census 
figures. Fire losses as compiled 
by National Board of Fire Under- 
writers since 1916; prior thereto, 
“Journal of Commerce.” Total 
assets of the fire insurance com- 
panies from Statistical Abstract 
of the United States and “The 
Spectator.” Value of dollar as 


compiled by U. S. Bureau of 
Labor. 





(Continued from page 1807) 
depenuent upon gvvermuent. 
which can develop a control that 
can force those wanting loans to 
side with the “ins” in government 
which leads to totalitarian devel- 
opment. 


Under Private Enterprise With 
Government Regulation — Loans 
are made free from any bias that 
might arise from government de- 
mands. The borrower and the 
lender represent the people deal- 
ing with each other. The banker 
knows that losses, if made, must 
be taken from profits and that 
bankruptcy will throw him out of 
business. As added protection to 
the public and all who deal with 
the banks, to those checks that 
are placed upon wrongdoing and 
inefficiency by management, gov- 
ernment regulations are provided 
as additional checks with the 
power of law behind them. A 
nationalized bank can have no 
such secondary protection as it 
becomes a part of government it- 
self, which can control it as it 
sees fit. 


17 


Under Nationalization—Capital 
funds are used without the pay- 
ment of interest. Whatever the 
source of the funds may be, 
whether they are receipts from 
taxation or from government bor- 
rowings or otherwise, it repre- 
sents an abuse of the use of capi- 
tal which should be paid for on a 
legitimate basis as a protection 
to the whole economy. 


Government Regulation — Capital 
used must be paid for either by 
dividends or interest, otherwise it 
would not be attracted to enter- 
prise. 


18 











|partial nationalization, unfair 
competition with the rest of in- 
| dustry would be certain. Govern- 
| ment would be using capital with- 
| out costs whereas private industry 
would have to pay for its capital. 
If government nationalized only 
the automotive industry, it would 
have to buy its parts from pri- 
vate industry, which would imme- 
diately put the parts industry in 
jeopardy as there would be no 
‘competition for government, 
| which could fix the prices which 
|it would pay in such a manner 
| that it would be determining what 
ithe profits of private industry 
should be and what wages it 
might be possible for such indus- 
try to pay its labor. 

Under general nationalization, 
there would be no competition 
for capital for investment in pro- 
ductive enterprises. 


Under Private Enterprise With 
Government Regulation—Without 
competition from government, 
private industry could obtain cap- 
ital. for und enterprises. The 
interests of the people would not 
be jeopardized because private 
enterprise had an unfair competi- 














| whole system under 


tor for capital and one whose | 
powers to fix prices and profits 
could actually destroy the ability 
of private enterprise to function. 
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Under Nationalization — Taxes 
that are levied by localities, coun- 
ties, or states under private en- 
terprise are lost to them under 
government operation, which puts 
a strain upon such divisions. 


Under Private Enterprise With 
Government Regulatien — Taxes 
are paid to communities, counties, 
and states that are necessary to 
their maintenance. 


20 


Under Nationalization — Man, 
because of his characteristics and 
propensity to make errors, re- 
quires checks upon his activities 
for his own protection and that 
of all others concerned. Such 
checks can not exist in forms 
necessary to protect the public 
under nationalization because 


those outside of government can | 
| progression. Peace 


take no part in them. 


Under Private Enterprise With 
Government Regulation — The 
checks that are necessary to over- 
come the fact that men are prone 
to error and. at times develop un- 
fortunate characteristics, are pro- 
vided by a private enterprise it- 
self and are, in addition, within 
the control of government under 
laws that require government 
regulation where it may be found 


'in the interest of the people. 
Under Private Enterprise With | 


21 


Nationalization — The 
which the 
freedom of men from government 
abuse is attained can be broken 
dewn and destroyed with nothing 


Under 


‘to take its place that will build 


Under Nationalization — Under | 





character, efficiency, and the op- 
portunity for happiness among 
the people. 


Under Private Enterprise With 
Government Regulation—The sys- 
tem under which men can utilize 
their savings in such manner as 
to build for others and themselves 
under conditions of freedom from 
government abuse and _ under 
which progress and _ prosperity 
can be attained is furthered un- 
der private enterprise. 


It must be borne in mind that 
if only a few industries were na- 
tionalized, or -even one or two, 
many of those reasons against 
nationalization that reach 
throughout the whole economy 
would not be as far-reaching. 
However, in the case of the par- 
ticular industries which were na- 
tionalized, the harmful effects 
would exist, and they might reach 
into many allied industries which 
were not nationalized. One must 
also have in mind that with par- 
tial nationalization in force, there 


would be a strong urge on the 
part of government to extend it, 
and if this were done, it would 





ultimately have to reach through 


Nationalization vs Free Enterprise 


all industry because private en- 
terprise could not live under the 
conditions that would arise. 

It is inconceivable that there 
can be any lasting peace between 
the nations or even conditions of 
peace which will allow for stabil- 
ity and sound methods of living 
while governments are engaged 
in virtually stealing the rights of 
their peoples through taking from 
them little by little, or more 
rapidly when they can, the means 
under which their individual in- 
telligence can play its part in 
furthering the business and social 
activities of the whole. 


Even the smartest among all 
the people have not and can not 
have the full intelligence which 
lies within the tremendous ,varia- 
tion of mental activities that lie 
within the multitude. It is only 
under free enterprise and govern—- 
ment regulation that the individ- 
uality of the people can function, 
and unless it does funetion, the 
greatest good for all can not 
exist. Retrogression will displace 
will be im- 
possible. 


The American Way 


Insofar as humanity has pro- 
gressed up to the present, the 
American Way has proved to be 
the most effective for bringing 
men out from under conditions 
of mediocrity or actual hardship. 

Just what is the American 
Way? It all functions from our 
Constitution and Bill of Rights. 
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Our laws, if they are truly Con- 
stitutional, do not curtail any in- 
dividual in any accomplishment 
whatsoever except as the rights 
of others may be jeopardized. 

The rights of others are in truth 
the very rights which an Ameri- 
can himself is justified in claim- 
ing and demanding. They are the 
rights that a man must have for 
a full, complete, and constructive 
life that builds for himself and 
others, to the greatest extent that 
lies within his power. They are 
the rights that are alloted him 
by our Constitution and Bill of 
Rights. 

Under these rights, how does 
our average American function? 
It is simple to conceive. He has 
the power to produce beyond his 
needs. He can, therefore, with 
property rights which he has, 
save something from his daily 
work. He can exchange his sav- 
ings for the production that arises 
from the savings of others and 
so broaden the lives of all. He can 
use of such savings to provide 
for his protection through insur- 
ance and by making them serve 
to add to employment, further 
production, and increase his in- 
come. His savings may be small, 


but joined with the savings of 
others, they can accomplish won- 
derful things. 

He grows mentally in power 
and understanding through such 
activities. His methods are basic- 
ally simple. His surpluses are 
measured in tokens called money 
in order that he may exchange 
“his goods without having to find 
others who have things which he 
Wants who want things which he 
has to spare. These tokens also 


measure the value of his work. | 


whatever it may be. He has built 
reservoirs of these savings called 
banks where they are gathered 





together with the savings of his 
fellows. 

From these reservoirs, through 
investment, such savings go tc 
reward the labor of others who 
may be building the homes, the 
factories, the means of transpor- 
tation, and the production 
throughout his nation that make 
it possible for all to exercise such 
abilities as they may have to im- 
prove their own lives. 

He may take part in organizing 
groups of people into business and 
industrial entities which all to- 
gether make up the great econ- 
omy of America. 

He designates through selection 
and election those among his fel- 
lows whom he wishes to place in 
positions of government to de- 
vise ways and means through 
laws and regulations to protect 
the rights of all. 

From his savings he pays taxes 
which provide the income of gov- 
ernment officers and support the 
government in its activities for 
his benefit. 

From his savings he has 
churches built, pays for their up- 
keep and the income of their min- 
isters in order that they may be 
free from other duties to carry 
on their work. 

From his savings he has schools 
constructed and provides the in- 
come upon which the teachers 
and others employed in the schoo) 
systems live. 

From his savings he _ builds 
hospitals, places of amusement. 
and provides for the development 
of culture. ; 

If he could not produce more 
than he requires personally, he 
could not meet the cost of gov- 
ernment, the cost of religious in- 
struction, and the cost of the 


education of his children. His 
savings are his property and from 
them he helps to build up his 
community, his state, and his 


country. They represent the sur- 





plus over his needs of such pro- 
duction or activities in the service 
of others as he may personally or 
working with others individually 
receive. His savings are, there- 
fore, his profit, his property that 
his government protects for him 
by laws passed for such purpose. 
Profit is the surplus which the 
American uses to broaden and 
build his life so that it may make 
his world one of convenience, 
culture, and beauty. 

He makes many mistakes. He 
profits from those mistakes when 
he stops and considers, corrects 
his procedure, and builds in new 
ways. His mind is free to study 
for new inventions, new proces- 
ses, new methods for increasing 
the time at his disposal and the 
means of utilizing such time so as 
to give him pleasure and culture 
and enable him to carry on in 
wre that are for the benefit of 
all. 

In general he has faith in him- 
self. 

When he makes mistakes that 
affect government through neg- 
lecting his duty as a citizen and 
in not voting for men of integrity 
or ability, he may suffer from 
government exploitation with its 
stultifying influence. 


He enjoys exchanging goods 
with the peoples of other nations; 
he likes to visit their countries 
and know their peoples. 


He does not like war, but he 
will fight if the world needs him 
and to the bitter end if he is 
attacked. He does not covet the 
lands of other peoples even after 
victory in war. 

He is sympathetic and will give 
from his surpluses and profits to 
aid not only others in his own 
nation, but suffering peoples 
wherever they may be and what- 
ever their nationality, when they 
meet with catastrophe. 

He is free to express his 





opinion as he may wish if he does 
not trample the rights of others. 
He serves his God in his own 
way without compulsion from 
those whom he may select to pro- 
vide him with government. He 
sometimes forgets his belief in 
God and suffers in consequence, 
but his ultimate faith is great. 


He is naive in many ways and 
is often influenced by alien ideas 
when they are dressed up to 
carry seemingly fine intent even 
though, as history has developed, 
their acceptance may have ruined 
many peoples. He is in danger 
because of this propensity today 
and the fact that when he is busy 
himself, he seldom stops to look 
and listen. 


With all mankind, he has those 
human characteristics which, if 
not controlled, can lead to self- 
destruction and the betrayal of 
others, but his life of freedom 
helps protect him from the temp- 
tations they create. He surmounts 
them when he is content to live 
under his Constitution and Bill 
of Rights, and while he stands by 
these principles and helps the 
peoples of other countries to un- 
derstand them, he is an example 
that all the nations may follow. 


He peopled the last continent 
on earth, drawing from all coun- 
tries to do so. He is representa- 
tive of all the nations, and if he 
acts to restore those freedoms he 
has lost and insists upon their 


maintenance, after God he is the 
hope of the world. 
He is an American. 


Revision by Reserve 
Of Regulation C 


Notice regarding a revision by 
the Board of Governors of the 
Federal Reserve System of Regu- 
lation C, dealing with the accep- 











tance by member bankg of drafts 
or bills of exchange, was issued 
to members of banks in the New 
York Reserve District by Allan 
Sproul, President of the Bank on 
Sept. 12. Mr. Sproul’s advices fol- 
lows: 

“The Board of Governors of the 
Federal Reserve System has. 
adopted, effective Aug. 31, 1946,a 
revised version of Regulation C, 
acceptance by member banks of 
drafts or bills of exchange. The 
regulation governs the acceptance 
of drafts or bills drawn against 
domestic or foreign shipménts of 
goods or secured by warehouse re- 
ceipts covering readily market- 


able staples and the acceptance of 
drafts or bills drawn for the pur- 
pose of creating dollar exchange. 
The revision has been made in 
order to simplify and clarify the 
regulation. In making the revi- 
sion, the Board has had the bene- 
fit of suggestions received from a 
number banks experienced in ac- 


ceptance credit procedure and 
from the Federal Reserve Banks. 


“While the Board, in stating 
the requirements that must be 
met, has endeavored to lay down 
broad principles that should be 
observed, it should be empha~ 
sized that mere technical com-~ 
pliance with the provisions of 
the regulation will not necessarily 
afford an accepting bank protec- 
tion from loss. Sound acceptance 
practice depends primarily upon 
the exercise by accepting banks 
of good credit judgment. The 
principal reliance for the mainte- 
nance of sound practices must be 
placed upon that judgment and 
the continued development of sea- 
soned policies in this field of ex- 
tension of bank credit.” 











Important 2-way trade 


with 
MIDDLE AMERICA 


long served by the Great White Fleet 


* 














5 ipa coffee, bananas, sugar, cocoa and other 
nutritious tropical foods of Middle Amer- 
ica — so popular on North American tables — 


Middle America is coming into its own again. 
Regular freight schedules are being main- 
tained over the Great White Fleet’s long estab- 


COLOMBIA GUATEMALA have been transported northward for almost 50 _ lished routes. The company is building fast, 
eaten aaa peiennin years by the Great White Fleet. . new, fully refrigerated vessels to meet the 
Southward these familiar white ships sailed needs of expanding trade with Middle America. 

CUBA JAMAICA, B. W. 1 deep laden with the products of United States 


And, in the months ahead, the Company will 
re-establish its passenger service. 

If you have a shipping problem involving any 
of the countries listed at the left, please call onus. 


Great White Fleet 


UNITED FRUIT COMPANY 
. General Offices: 1 Kederal Street, Boston 10 
Pier 3, North River, New York 6 111 W. Washington St., Chicago 2 
321 St. Charles St., New Ofleans 4 1001 Fourth St., San Francisco 7 


farms and factories. 
Today—after the necessary ship diversions of 
the war years—this important 2-way trade with 


DOMINICAN REPUBLIC NICARAGUA 


ECUADOR PANAMA 


EL SALVADOR PANAMA CANAL ZONE 
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The extremes to which a wave of pessimism can affect the think- 
ing of investors, and the bad repute into which even the best of the 
rail stocks have sunk, is strikingly demonstrated by the recent mar- 


ket action of Union Pacific common. 


While most representative rail 


stocks have shown at least modest tendency to stabilize at prices 
above their 1946 lows, Union Pacific common continued last week to 


work progressively into 


low territory. At its worst the) 





new 


tion for the present dividend. For 


stock hit a low of 117, affording a| the current year, and without re- 
a return of 5.13% on the $6.00/ sorting to tax carryback credits, 


dividend maintained throughout 
the severe depression of the 1930s, 
which period saw a large number 
of our standard and well regarded 
industrial corporations reduced to 
purely nominal, or no, dividends. 

This weakness might have some 
ustification if the management 
ad visualized catastrophe in its 
rate case exhibits as did the man- 
agement of the Pennsylvania. In 
its earnings estimates filed in con- 
nection with the rate case, how- 
ever, the Union Pacific looked 
forward to continued profitable 
operations with adequate protec- 
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the road estimates earnings of 
$12.75 a share on the common 
stock. For next year, based on 
granting of the full freight rate 
increase requested by the carriers, 
the estimate is for $13.75 a share 
of common. Considering the pur- 
pose of the estimates it can hardly 
be claimed that the management 
would be inclined towards any 
over-optimism. 

The investment status of this 
already strong stock has been im- 
proved materially in the past cou- 
ple of years through retirement 
of debt and low coupon refunding. 
Only a few months ago the road 
was successful in completing the 
lowest-cost term financing ever 
accomplished by a railroad. A 
large issue of 45-year bonds was 
sold at a premium with a 242% 
coupon. Union Pacific’s charges 
have never been burdensome. 
They will be even less so in the 
future. Allowing for payment of 
a small maturity on Jan. 1 it is 
indicated that these obligatory re- 
quirements will be down to 
around $9,800,000 entering 1947. 
This represents a reduction of 
some $4,300,000 as recently as four 
or five years ago. Moreover, the 
program is not expected to stop 
there. 

The company has a maturity of 
$100,000,000 of ist 4s falling due 
July 1, 1947. Based on informa- 
tion filed with the I.C.C. in con- 
nection with equipment financing, 
it is indicated that a large part, if 


not all, of this will be paid off in 





cash. To accomplish this the com- 
pany as of the end of last July 
had net working capital of over 
$186,000,000. It should enter 1947 
with more than $200,000,000 of 
net working capital. A year hence, 
then, the company should be bur- 
dened with no more than around 
$7,000,000 of fixed charges with a 
strong possibility that they may 
be below $6,000,000. 


In the worst year of its depres- 
sion history, 1935, the company 
reported more than $33,000,000 
available for fixed charges before 
Federal income taxes. In only 
three years of the entire depres- 
sion period did income available 
for charges before Federal income 
taxes drop below $35,000,000. Even 
these impressive figures do not 
tell the whole story of the strong 
earnings position of Union Pa- 
cific and the company’s common 
stock. The low depression earn- 
ings did not include the substan- 
tial net the company is now re- 
ceiving from its oil operations. 


Up to now oil profits have come 
largely, if not entirely, from the 
Wilmington field of Southern 
California where Union Pacific’s 
production did not start until 
1937. Net income from oil and 
gas operations last year, on a very 
conservative accounting basis, 
amounted to $6,172,238 compared 
with $7,681,904 in 1944 and $8,- 
836,651 in 1943. On the average 
these operations should alone be 
sufficient to carry total prospec- 
tive fixed charges leaving earn- 
ings from the highly profitable 
railroad properties and extensive 
outside investments for the stocks. 
Before Federal income taxes the 
oil and gas operations in the three 
years 1943-1945 brought in, net, 
an overage of $3.40 a share of 
common stock. Additional impor- 
tant oil profits are in prospect, 
particulary from the rich Rangely 
field in Colorado. Under the pool- 
ing agreements with oil com- 
panies for development of the 
land Union Pacific’s participation 
will be about 76% on the 3,314 
acres on which jt owns oil and 
gas rights. On the pooled lands 
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the first producing well was com- 
plted in September 1945. 

Once the question of the $100,- 
000,000 1st 4s maturing next year 


and the fact of particular signif- 
icance to bankers—is that in spite 
of all these difficulties France is 
moving ahead. There is little un- 
employment; production is in- 
creasing; Paris is as bustling as 
ever; it still serves about the best 
food in the world. The secret of 
it all is this: The key to pros- 
perity is the effort of the indi- 
vidual citizen. Give him half a 
chance and he will improve his 
lot, and in doing so will improve 
the conditions of his country. That 
is happening in France. The 
farmer tills his field; the shoe- 
maker somehow repairs or pro- 
duces shoes; the merchant scrapes 
together a stock of goods to sell: 
life returns towards normal. Of 
course, it is true that as else- 
where the efforts of individuals 
are enormously helped or im- 
peded by what the government 
does. 

This power of individual initia- 
tive is being illustrated, not in 
France alone, but in Germany 
and England and all through Eu- 
rope and elsewhere. In fact, the 
latest word that comes from Ja- 
pan is that the industrious indi- 
vidual, one way or another, in 
spite of disorganization of his 
country, is gradually lifting him- 
self and his fellows from the mire 
up toward the sun, This is the 
number one lesson that I would 
draw looking abroad today. It is 
the lesson of the enormous vitality 
and the overriding importance of 
individual initiative and effort. 


The Laws of Money 


In passing one can hardly re- 
fer to the experience through 
which Europe is now going with- 
out noting that there are again 
being demonstrated all through 
the Continent, and in other parts 
of the world as well, the inexor- 
able laws of money. When there 
is too much money in the hands 
of the people in relation to the 
amount of goods which they can 
buy, there is price inflation. Dur- 
ing the war patriotism and price 


controls suppressed, and partly 
defeated, the operations of this 
law, but, underneath, it was 


working to perform its’ usual 
havoc, and all through the world 
it has now broken into the open, 
and inflation of money is causing 
inflation of prices. In Germany 
the cigarette is more acceptable 
money than the mark. When we 
wanted to give a big tip after 
dinner we left two cigarettes be- 
side the plate. 

This inflation is the second 
great problem of reconstruction, 
and it is close kin to the problem 
of giving the individual a chance 
to work; for if the individual can 
work, he can produce the goods 
and the services for which money 
can be used, and so help restore 
the balance between money and 
goods. So the number one prob- 
lem and the number two problem 
merge. 

Of course, in this respect Eu- 


rope is not unlike the United 








basis of indicated earning power 
holders of the Union Pacific com- 
mon stock can look forward with 


is out of the way, it is believed in | considerable confidence to an in- 
most railroad quarters that on the! crease in the dividend rate. 


The Banker Looks Abroad 


(Continued from page 1796) 


States, for the most important 
medicine for our inflation disease 
right here is to give enterprise a 
chance to produce without being 
impeded by labor strife, mistakes 
in price controls, and other handi- 
caps. We have also to deal with 
money—that is, to stop the in- 
crease in money volume and do 
what we can to keep the present 
money forces in leash—but that 
medicine is not only difficult to 
administer, but powerless unless 
combined with increasing produc- 
tion.! So, no matter what road we 
Start to travel, we come back to 
the need for giving the individ- 
ual, alone or in association with 
others, the chance to use his in- 
itiative, energy, and genius. 


Conflicting Principles of 
Government 


All of this brings us to some 
discussion of a great underlying 
world conflict which today 
troubles every one of us here, and 
which the traveler abroad en- 
counters in almost every area he 
visits. That is the struggle which 
goes on between two systems of 
government; one which seeks to 
use the energies of the individual 
by regimenting him, by telling 
him what to do and enforcing the 
demands with threats and penal- 
ties; the other which seeks to 
stimulate the individual by giv- 
ing him freedom, that he himself 
may decide, within the limits of 
certain necessary social restraints, 
what he works at, how much he 
produces, where he lives, and how 
he takes his satisfactions. The 
contrast is between what we may 
cail “Statism” or “Totalitarian- 
ism” or “Collectivism,” and what 
in this country we call ‘““‘Democ- 
racy,” though some other coun- 
tries use that word in a different 
sense. 


Unfortunately the expressions 
“right” and “left” have somehow 
been all mixed up in this discus- 
sion. Many people speak of “turn- 
ing to the left” and “liberalism” 
when they mean turning to a 
form of Statism typified by com- 
munistic Russia. This is exactly 
the opposite of what was meant 
by liberalism in other genera- 
tions, The American and the 
French Revolutions were both 
wars against the domination of 
the individual by the State; they 
were fought for the principles of 
individual liberty of Franklin and 
Jefferson, and Voltaire and Rous- 
seau., 

Curiously enough, there are 
some people who think of Fascism 
as the “right’—the opposite of 
Communism. In reality there is 
little to choose between them. 
Fascism is only another form of 
Statism. Probably we do well to 
avoid the terms “right” and “left” 
and talk about the contrast of 
Statism or Collectivism and indi- 
vidual liberty. In this contrast the 


United States has stood since its 
early days as the bulwark of in- 
dividual liberty. 

Today the battle of the two 
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philosophies of government and 
of economics and of life is being 
fought in every part of the world, 
including the United States. 
war has made necessary and, be- 
yond thai, has furnished an ex- 
cuse for the detailed control of the 
lives of the citizens by the State. 
Many people here and abroad are 
trying to make that system perma- 
nent. Some are acting from a lust 
for power; others honestly believe 
that is the way to a better life. 

This latter group is impatient 
with the slowness of democratic 
processes and believes the power 
of centralized government can 
plan and provide the “better life” 
more quickly. The evidence is to 
the contrary. For brief periods 
dictatorships have shown material 
gains. Pre-war Germany had no 
unemployment, ana the streets of 
its cities were incredibly clean, 
but Hitler and Mussolini and 
other despots before them failed 
to find the secret of lasting prog- 
ress. Human life is growth in 
which people get their satisfac- 
tions and make enduring progress, 
not by being done good to, but 
by maknig their own choices and 
carrying out their own plans and 
desires. The Christian religion is 
clear on this point, “What shall it 
profit a man if he gain the whole 
world but lose his own soul?” 

But, whatever the basic reasons, 
the battle is on. The Socialist 
Party in England is perpetuating 
government controls; so also the 
Communists and _ Socialists | in 
France and other European coun- 
tries. The same conflict rages in 
China. 

In the United States not vsnly 
the recognized radicals but many 
of our educators, our public school 
teachers and our college profes- 
sors, and even some of the clergy, 
are urging increased government 
controls and decreased human 
freedom, as the way towards the 
better life, One sign of hope is 
that the intelligent American 
voter is waking up to the threat. 
We don’t want Statism here, and 
we are beginning to see with 
clearer eyes the struggle that 
goes on here and elsewhere. Our 
people are beginning to realize 
that we have far and away the 
highest standard of living in the 
world, not because we are smarter 
than anybody else, and not just 
because of natural resources, but 
mainly because we have had a 
form of government that has 
given individuals and_ private 
businesses a chance to use their 
energies f.eely and vigorously. If 
we ever lose that, we shall lose 
the very thing which has made 
us a great nation. 

If any nation wants Communism 
or Fascism or any other form of 
Collectivism for itself, that is its 
own problem. We don’t want it 
here, and we don’t want others to 
try to impose it on us or On any- 
body else. Also, we do not see 
why, no matter what their gov- 
ernment philosophy, other nations 
can’t work with us to build a 
structure of world peace. That 
seems to me a fair statement of 
American belief. The thing that 
worries us is that we see the 
world moving away from sane co- 


operation, and not toward it. 


What We Must Do About It 

Just as this country is begin- 
ning to recognize more clearly the 
real problem it faces, so we are 
beginning to see what we must do 
about it. First, we must keep so 
strong that no one can push us 
around and we shall command re- 
spect. None of us likes the words 
“power politics,’ but whether we 
like it or not, power still has a 
lot to do with successful world 
politics. Germany and Japan went 
to war because they thought we 
were weak. They: were wrong, 
but not by much. We can’t afford 
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to prepare; the toll of unpre- 
paredness mounts hideously. 

This is an uncomfortable 
thought, especially when we find 
military expenditures listed at $18 
billions in our first peacetime 
budget. It does not have to be so 
much regularly, for that still re- 
flects war demobilization. But 
military costs will be larger than 
we like and will carry with them 
continued taxes higher than we 
like. Nevertheless if we are to 
fulfill our world responsibilities 
we must continue to have a strong 
Army and Navy. Most important, 
we need the application of science 
and careful thinking to tell us 
what kind of Army and Navy, and 
what kind of industrial organiza- 
tions we shall need to be so pre- 
pared that others will not invite 
war. If we are wise enough, and 
give the matter enough attention, 
this can probably be done; and 
done without an overwhelming 
burden of expense and taxes. 

We must also be strong in our 
diplomacy. A helpful and impor- 
tant bill passed the Congress last 
session providing for better pay 
and conditions of work for our 
representatives abroad. This was 
essential in maintaining a strong 
diplomacy. Another essential is a 
continued strong public interest. 
The sessions of the United Nations 
here will help. But banking and 
other groups like ours must plan 
deliberately to keep our eyes 
focused on these problems, to pre- 
vent them from slipping quietly 
into neglect. 


Second, to our strength we must 
add infinite patience and goodwill 
in. making the instruments of 
peace work. We are dealing with 
people we don’t understand, and 
who don’t understand us. We have 
to prove our good intentions by 
their constant reiteration and 
demonstration. We must think of 
these problems not as something 
to be disposed of by passing a law 
or concluding a treaty, but by the 
patient, unending, tactful labor 
over many years of the best of our 
citizens in public and private 
service. 

Third—and this is the most im- 
portant we must put our own 
house in order and keep it that 
way. One needs to go abroad to 
appreciate this country’s unique 
position. Literally the world looks 
to us as never before. From a 
distance our faults and our lacks 
fade into the glow of our pros- 
perity, our power, and our skill. 
[It is a position of danger, danger 
from envy, danger that power 
will make us careless, danger 
from the lack of thoughtful use of 
great power in a nation that be- 
lieves in and practices individual 
freedom, 

An immediate economic prob- 
lem is whether we can avoid a 
boom and a bust. We are set for 
it, just as after World War I. It 
did great damage then and put the 
world back on its heels. It would 
be still more dangerous today. We 
cannot have serious inflation and 
deflation here without affecting 
every other nation in the world. 
But if such calamity is to be 
averted, we must in the imme- 
diate future remove the obstacles 
which are preventing production 
from getting into high gear, man- 
age our. budget and our debt 
wisely, and exercise, all of us, 
common sense and restraint in our 
behavior. 

The greatest test we face is 
whether we revitalize or abandon 
our democracy. We have now the 


opportunity to show that freedom 
is the highway to progress; that 
we can relax the regimentations 
of war without losing our balance; 
that we can release the individual 
for creative efforts; that we can 
as a nation live by moral law and 
not by compulsion, 

We are today in danger of jor- 
feiting something of our great na- 
tional heritage of: freedom. In 
vach community are people about 





to take the same chance again. | us, good, intelligent, well-meaning 
Mechanical wars take a long i‘me people who ndvocate more power 





for the State, less freedom for the | 


individual in banking, in educa- 
tion, in science, in medicine, in 
labor. Called by its real name, 
this is a drift towards totalitarian- 
ism, towards dictatorship. To stop 
this drift, to preserve our great 
heritage, will call for leadership 
of the highest quality, very prac- 
tical, cracker-barrel leadership in 
each community, leadership that 
will resist the drift and restimu- 
late the forces of individual in- 
itiative. 

The best thing after all that we 
can do for the world is sum- 
marized in Hamlet where an old 
man is advising a younger one: 

“This above all, to thine own 

self be true, 

And it must follow, as the night 

the day, 

Thou canst not then be false to 

any man,” 





Bank Supervisors Elect 

Richard Rapport, Bank Com 
missioner of Connecticut, was 
elected First Vice-President of the 
National Association of Super- 
visors of State Banks at its final 
convention session in Cleveland, 
Ohio, on Sept. 20, it was reported 
by the Hartford “Courant” of 
Sept. 21, which added: He was 
previously Second Vice-President 
of the Association, and his new 
elevation puts him in line for ad- 
vancement to the Presidency next 
year. Lynwood K. Elmore, de 
puty Bank Commissioner of Con- 
necticut, was reelected Secretary. 








Money in Circulation 
The Treasury Department 
Washington has issued 


in 
its cus-— 





tomary monthly statement show— 
ing the amount of money in cir— 
culation after deducting the 
money held in the U. S. Treasury 
and by Federal Reserve Banks 
and agents. The figures this time 
are those of Aug. 31, 1946, and 
show that the money in circula~ 
tion at that date (including of 
course, that held in bank vaults 
of member banks of the Federal 
Reserve System) was $28,447,643,— 
163, as against $28,253,878,909 om 
July 31, 1946, and $27,684,945, 
663 on Aug. 31, 1945, and com-~ 
pares with $5,698,214,612 on Oct. 
31, 1920. Just before the out- 
break of the first World War, that 
is, on June 30, 1914, the total was 
$3,459,434,174. 











ITH the coming of the railroads, 

the western frontiers were con- 
quered. They brought men, imple- 
ments for building homes and towns, 
transportation for marketing prod- 
ucts. Then factories were built. And 
industries thrived where railroads 


paved the way. 


In the 13 great states served by Union 
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Pacific, there still is land to be tilled, 
minerals to be unearthed, livestock 
to be raised, room for new homes 
and industrial expansion. 


Union Pacific will continue to serve 
the territory it pioneered, by provid- 
ing efficient, dependable, safe trans- 


portation for shippers over the time- 


saving Strategic Middle Route. 


be Specific - 
‘say Union Pacific’ 


Union Pacifie will gladly furnish con- 
fidential information regarding avail- 
able industrial sites having trackage 
facilities in the territory it serves. Ad- 
dress Industrial Dept., Union Pacific 
Railroad, Omaha 2, | 


ebraska. 


UNION PACIFIC RAILROAD 
Whe Sihalegic Middle Loulé 
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Banks and Small Business 


(Continued from page 1800) 
correspondent institutions where 
every aspect of postwar credit 
procedure was discussed. Fifty- 
two credit groups have been or- 
ganized for local areas. More 
than $600 millions are available in 
these credit groups. 

The groups have made loans to 
the extent that demands have 
been made upon them. But the 
great preponderance of loans 
made since the war ended have 
been made by local banks or by 
Jocal banks and their correspond- 
ents working together. This is as 
it should be. The credit group was 
not designed to solicit business on 
its own behalf. Its function is to 
supplement the lending services 
of banks and its facilities come 
into play when it is called upon 
by banks which first initiate the 
business. 

Results 

Through pubilicity and adver- 
tising at the local and national 
levels which the commission has 
inspired banks to undertake, it is 
now quite generally recognized 
that banks extend to all compe- 
tent people and firms necessary 


business and production credit re- 
gardiless of the size of the loan. On 
the other hand, banks are not 
going to grant credit for non- 
productive purposes or to encour- 
age gamblers to take chances with 





other people’s money on visionary 
schemes. 
Legislation 

May I refer again to the work 
of the Small Business Credit 
Commission in Washington. As I 
said a moment ago, the guide in 
this phase of our effort was the 
convention resolution of 1943 


against the continuance in times. 


of peace of the wartime govern- 
ment guarantees of commercial 
and industrial loans by banks. Our 
work has been both formal and 
informal. Our informal efforts 
took place early in 1945 when the 
new Congress convened. At that 
time there was no banking legis- 
lation pending. We wanted to ex- 
change views with members of the 
House Banking and Currency 
Committee, so we invited them to 
an informal discussion. The 
chairman of the committee and 
nearly all the members came. We 
presented the story of the com- 
mission, why it was formed, what 
it was doing, and what the banks 
were doing about small business, 
why we organized credit groups. 
We invited questions and got 
plenty. As a result, at the end of 
several hours’ discussion we had 
run the full gamut of bank credit 
past and present. We were greatly 
impressed with the Congressmen, 
their sincerity and their grasp of 
the subject matter. 


Later we appeared before the 
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Speedliners 


HE OLtyMPIAN HIAWATHAS, 

as these brand new Milwau- 
kee Road trains will be called, 
are to be placed in service next 
year between Chicago-Milwau- 
kee and Seattle-Tacoma. 


Incorporating many unusual 
materials and devices, these 
trains will be packed with fresh 
ideas and conveniences for 
coach and sleeping car passen- 
gers. Work on the advanced- 
type trucks and car bodies is 
nearing completion at The 
Milwaukee Road’s modern 
manufacturing plant at Mil- 


waukee, Wisconsin. Construc- 
tion of the all-room sleeping 
cars, including the unique Sky- 
top Leunge, is steadily ‘ pro- 
gressing in the Pullman Shops. 

In designing and building 
the OtympiANnN H1iawarTuwas, 
The Milwaukee Road has 
drawn upon its long experience 
in operating transcontinental 
and super-speed trains. We are 
confident the new units will take 
a distinguished place among 
the fleet of Hiawathas which 
have made so many brilliant 
contributions to rail progress. 


F. N. Hicks, Passenger Traffic Manager 
Union Station, Chicago 6, Illinois 


THE MiILwAUKEE Roap 


Only railroad all the way between Chicago and the Pacific north coast 





House Special Committee on 
Post War Economic Policy and 
Planning. At.another time we 
told our story to the House Select 
Committee to Investigate and 
Study Small Business. Still later 
we were invited to meet with the 
Advisory Board of the Office of 
War Mobilization and Conversion. 
To all these committees we gave 
the complete story of what the 
banks were doing and were ready 
to do. Subsequently, we testified 
before the Senate Banking Com- 
mittee. 


Since the organization of this 
commission, we have had an op- 
portunity to tell its story directly 
to nearly 100 leaders in Congress 
and in the Administration having 
to do with banking and small 
business. 


At the state level, we were glad 
to accept an invitation of the 
Supervisors of State Banks to ap- 
pear. before their executive com- 
mittee in Washington and tell of 
the progress of our work. This 
group has been most helpful in 
every way. 


Formal Legislative Work 


Most of the work in Washing- 
ton I have thus far related came 
about while no legislation was 
pending. Our objective was to 
lay a ground work of education 
and understanding in the event 
that any bills in this field should 
later come to the hearing stage. 
Not long after these informal ses- 
sions we had our chance in a for- 
mal hearing. Several months be- 
fore the end of the war, the 
Smaller War Plants Corporation 
came in with a bill to extend its 
life two and a half years. We op- 
posed this two and a half year ex- 
tension in both Houses of Con- 
gress and asked that it be limited 
to one year only. We suggested 
that if the war was still on at the 
end of that time, the matter could 
then be considered further. 

The bill as finally passed gave 
the Smaller War Plants Corpora- 
tion an extension of one year and 
a half. Such was the showing 
made by the Corporation at hear- 
ings before committees of Con- 
gress that members of the com- 
mittees made it clear that they 
were no longer in sympathy with 
the idea of continuing its life. 
Members of Congress expressed 
confidence in the ability of the 
bankers to do the credit job for 
the postwar economy. As a result 
of these hearings, it was made pos- 
sible for the President to abolish 
the Smaller War Plants Corpora- 
tion soon after the war ended. The 
taxpayers were thus relieved of 
the expense of one credit agency 
that had ambitions to make itself 
permanent. 


Reconstruction Finance 
Corporation 


In completing my discussion of 
the Washington scene, I now wish 
to discuss our dealings with the 
Reconstruction Finance Corpora- 
tion. I do with a feeling of real 
regret and deep concern. Every 
citizen has a right to be proud of 
the past performance of the RFC 
in depression and in war. Many 
banks sold the RFC preferred 
stock in critical depression days. 
The money derived from the sale 
of the stock reassured bankers and 
businessmen in time of panic. I 
was glad as a banker and as a 
citizen to serve on my state RFC 
Committee. 


The RFC has had many able 
men in its employ—men who 
know business and banking. A 
number still remain. Nothing I 
shall say to you on this subject is 
of a personal hature. In represent- 
ing your commission, however, I 
must express disagreement with 
certain of their policies. 

‘The RFC was, as you all know, 
a product of the depression. It 
was created to restore confidence 
and to inflate a deflated economy 





then in the trough of the world’s 
greatest depression. Banks bor- 
rowed money from it, but never’in 
its history has the RFC had better 
loans than these bank loans. Prac- 
tically all the money represented 
by them has been repaid and that 
which has not been repaid still 
bears good interest. The only ex- 
cuse I can find for government 
being in the credit granting busi- 
ness is a great depression or a 
war. Even then, it should lend 
wisely and charge interest so that 
the taxpayer does not have to foot 
the bill. After its depression or 
war job is done, the government 
should abolish such agency just as 
it did the Smaller War Plants 
Corporation. 

Since the beginning of our com- 
mission we kept directors of the 
RFC advised as to our policies and 
progress. They approved. How- 
ever, those directors are not 
there now. I am sorry to say that 
it appears that the RFC has gone 
the way of all governmental credit 
agencies. It is now dominated by 
bureaucrats. 

Politicians have no place in 
banking, whether government 
banking, private banking or char- 
tered banking. Their training 
makes them totally unfit for this 
service. This very definite convic- 
tion on my part accounts for my 
resignation from the North Caro- 


lina RFC committee several 
months ago. 
The 75% automatic blanket 


guarantee agreement of the RFC, 
which is being widely and in- 
sistently offered to banks, will do 
greater harm to banking, the 
economy, and the taxpayer than 
anything ever before attempted. 
People think of this agreement as 
a respectable financial instru- 
ment because of the RFC’s past 
record and sound judgment. 

We have not previously stated 
our position on this matter be- 
cause we had hoped that by the 
process of negotiation we should 
be able to persuade the RFC that 
its program is superfluous and 
downgight evil. 

This instrument offered to 
banks would automatically guar- 
antee them against less on 75% of 
their risk on any loan up to $350,- 
000 over a period up to 10 years. 
For this the corporation charges 
34 of 1% which is deducted from 
the interest paid by the borrower. 
Congress has not been officially 
avvare of what this means, nor 
does the taxpayer know what po- 
tential liability the RFC is putting | 
on him. 

I realize how appealing clever 
salesmanship can make this prop- 
osition appear. It is a sugar-coated 
deal which looks quite attractive 
when presented. But there are 
certain implications for banking 
and for the economy which ought 
to be pointed out. 

In the first place there is seri- 
ous doubt about the legality of it. 
It may well be a violation of the 
lending powers of the corporation 
defined in the RFC Act of 1934. 
The corporation was then author- 
ized “to make loans to any busi- 
ness enterprise when capital or 
credit at prevailing rates for the 
character. of the loan applied for 
is not otherwise available.” This 
lending project goes far beyond 
that. There is plenty of qualified 
legal opinion in this country 
which holds that large-scale pro- 
motion of credit extension to busi- 
ness on the part of the RC even 
by the indirect device of under- 
writing the loans of banks on a 
mass basis was not authorized. 

This automatic blanket guaran- 
tee arrangement does violence to 
the spirit of the legal limitations in 
both the Federal and state bank- 
ing laws on the amount that a 
bank may lend to any one bor- 
rower. These legal limits were 
written into the laws for the 
specific purpose of protecting de- 
positors of banks from the conse- 
quences of excessive lending. 
While during the war the portion 
of war purpose loans guaranteed 
by the government was exeripted - 








from these legal limits there is 
serious question as to whether the 
extension of this exemption to 
peacetime loans can be justified. 

It is an encouragement of loose 
lending, and its effect will be to 
inflate the credit structure. It is 
as unnecessary as it is unsound 
since the banking system already 
has the machinery to do the job 
through proper, effective, and le- 
gal channels. 

I know that field agents of the 
RFC are out calling on bankers 
trying to persuade them to sign 
this agreement. A number have 
signed under protest. Others have 
signed without protest, thinking 
it a good deal for them and their 
stockholders. 

It may look like an attractive 
deal. “Avoid risks; increase 
profits’—is a very seductive slo- 
gan. But every banker who signs 
this agreement is playing into the 
hands of the enemies of chartéred 
banking. As William A. MeDon- 
nell, chairman of the ABA Bank 
Management Commission, has so 
well said, ‘“‘Here we have an op- 
portunity to sell our birthright for 
a mess of guarantee.”’ 

If the RFC should be success- 
ful in attaining its goal of signing 
up 10,000 banks to its auto- 
matic guarantee agreement, how 
long do you suppose the Ameri- 
can people will-sanction the con- 
tinuing of chartered banking? The 
only reason you and I have for 
existing as bankers is that we ac- 
cept risks, appraise them intelli- 





gently, charge accordingly, and 
set up proper reserves against 


them thus insuring our loans as 
we make them. . When 
away from these. principles we 
have no right to call ourselves 
bankers. 

Benjamin Franklin once’ said 
that those who give up essential 
liberty in order to secure a little 
safety deserve neither liberty nor 
safety. 

Next year Congress will hold 
hearings, investigating the RFC, 


while considering the question of . 


whether or not its life should be 
extended. Those bankers who 
are using this instrument and 
making profit out of it, should be 
ready to defend it and themselves 
with good answers, and especially 
be prepared on the point of the 
possible violation of federal and 
state laws regarding the size loan 
a bank can make to any one bor- 
rower. 

It was significant to me that 
Congress gave the RFC only ‘six 
months to live after the Senate 
had first passed a bill extending 
its life for five years. It has been 
my observation that the present 
Congress is not disposed to look 
with favor upon Government 
agencies that play wild and 
loose with government funds. 

We have pleaded with the pres- 
ent management of the RFC. to 
discontinue the automatic guar- 
antee forthe following reasons: 


1. We believe it will encour-— 


age loose lending practices and be 
a contributing factor to credit in- 
flation. Officials of the Federal 
Reserve System have said that the 
banks, even without the use of 
this instrument, must be careful 
of credit inflation. This agree- 
ment with the RFC superimposes 
another inflation threat on those 
we already have. If the govern- 
ment is serious about the threat of 
credit inflation, it should discon- 
tinue the use of such devices. 


2. It throws an additional lia- 
bility on the government which 
already is over-burdened with 


financial responsibilities and lia- 


bilities: 


3. If the government is going | 


to assume three-fourths of the 
risks for bankers at a small fee, 
why should it not extend the prae- 
tice to retailers and manufacttir- 
ers, and also assume three-fourths 


of their risks? Why not ‘socialize ° 


the whole economy? 


4. The plan was announced for - 


the purpose of being of “assistance 
to Business in réeonverting from 


we get, 
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a wartime to a peacetime econo- 
my.” Since reconversion has been 
completed, the guarantee should 
be withdrawn. 


5. We question the authority of 
the RFC to so obligate itself. 


In closing, I promise you the 
continued service of this commis- 
sion in the developing of ever-in- 
creasing ways to meet the calls of 
business, small and large, that 
come to every bank in every com- 
munity. I pledge you that it will 
keep on fighting this vicious RFC 
automatic guarantee program and 
every other attempt of govern- 
ment agencies to foist similar de- 
vices on the nation’s economy, 
carrying the fight to Congress if 
meed be. We shall keep char- 
tered banking free. We shall meet 
the credit requirements of local 
business and the nation’s business, 
as well, and we shall meet our ob- 
ligations to support freedom of 
thought and freedom of action in 
this great nation of ours. 


Fiscal Tasks Ahead 


(Continued from page 1795) 
will be about $8,000,000,000 if the 
Present rate of sale continues. 
This program is absorbing a con 
siderable volume of funds which 
would otherwise have been spent, 
and is helping te achieve a broader 
distribution of the public debt. I 
urge your continued support of 
the savings bond program—espe-— 
cially of the payroll savings plan 
and other efforts of the* savings 
bond sales group to absorb spend-— 
able money through the sale of 
Series E bonds. 


Interest Rates 
Let us turn now for a moment 
to the subject of interest rates. It 
is sometimes urged that higher in- 
terest rates would aid in the con- 
trol of inflationary forces. 


It is my view that, for the pres 
ent, no anti-inflationary purpose 
would be served by increasing in- 
terest rates. This is because it 
would interfere with the stability 
of the government bond market 
and would introduce uncertain- 
ties, which themselves might con- 
tribute to inflation. The immedi 
ate effect of higher interest rates 
might very well be to increase, 
rather than to decrease, the vol. 
ume of currency and deposits. 
This is because the typical inves. 
tor’s reaction to the higher rates 
might be “wait and see,” rather 
than “run and invest.” 


The stability of the bond market 
since the end of the war has eased 
the financial problems of recon 
version, both for the government 
and for business firms. The sta 
bility of the government bond 
market results in a degree of bus 
iness confidence which is of tre 
mendous value in achieving and 
maintaining full production. It 
contributes to the confidence of 
the public in the credit of the 
United States and in the endur'ng 
stabilitu of the currency. We must 
not impair this confidence. 

In closing, there is one thought 
I would leave with you—so gen 
eral in its nature as to be applica 
ble, not only to the problems dis 
cussed with you today, but also 
to any problem important in the 
formulation of a sound public pol 
icy. It is that all our major prob 
lems can best be met of we Amer 
icans, all of us, remembering our 
heritage of accomplishment, of 
achievement over adversity, ap 
proach the future with confidence. 

Not because the path is easy, 
but because we as Americans have 
thrived and will thrive under con 
ditions that call for extra effort 
and united effort on the part of 
all of us. 


I appreciate the opportunity to 
speak to you today. Again, I ex-— 
tend the sincere thanks of the 
Treasury Department for the co 
operation which the banks of the 
country, as a vital and integrated 
element in the nation’s economic 
structure, have given to the con-— 
quest-of our common economic 





- problems. 





How Far Can We Protect the Investor ? 


(Continued from page 1782) 

to classify as constituting fraud. 
in the exercise of broad discretion- 
ary powers, care must always be 
taken by him to insure that his 
position is sound. He should not 
be arbitrary or ill-considered or 
prejudiced in his actions but be 
diligent to ascertain and care- 
fully weigh all pertinent facts in 
order to avoid being charged with 
wet-nursing the investor, stifling 
free enterprise, meddling with the 
functions of corporate manage- 
ment, and gazing into the crystal 
ball. It is therefore important that 
he have an open mind, and that 
he be reasonable and sound in his 
conclusions. 

Most states when they affirma- 
tively pass upon securities are 
careful to specify that such action 
should not be construed as an ap- 
proval of the merits, value, or 
worth of the security. They real- 
ize that the seller of a security 
might use that as a sales argument; 
also that the purchaser of the se- 
curity might otherwise charge the 
securities administrator with a de- 
gree of responsibility he obviously 
cannot assume. The securities ad- 
ministrator can, in effect, only ap- 
ply the few tests specified in the 
law at the time he examines the 
application; he does not apply the 
many other tests which an invest- 
or could be expected to use in de- 
termining whether the security 
is a suitable investment. 


It might be asked “What need 
is there to protect investors ex- 
cept against fraud?” I believe that 
the wave of stock speculation that 





we have experienced during the! 
past two years provides an an- 
swer. Under the Common Law the 
principal element of fraud was 
misrepresentation. Presumably 
therefore, by giving an investor 
a prospectus fully disclosing all| 
pertinent facts, favorable and un- 
favorable, the chance of fraud 
should diminish or disappear. It 
is argued that no matter how 
questionable the security is, if the 
investor has received a copy of 
the prospectus and fails to read it, | 
he is in no position to: complain. 
That is only a partial answer. | 
Let us look at the investor. 

in most cases he doesn’t read 
the prospectus. It is generally 
lengthy, oftentimes involved, and 
hard to understand. In some in- 
stances I have had trouble under- 
standing the prospectus myself. 
The average investor buys securi- 
ties, not because he has carefully 
considered all the facts, but be- 
cause he has a vague idea that it 
is going up in price. He usually 
bases this on something the dealer 
or salesman may have said to him. 
Even if he did read the prospectus 
he probably would still have only 
a faint idea of the risks he as- 
sumes when he buys. Generally 
speaking, he is a novice. In every 
period of great market activity 
many newcomers, with no past in- 
vesting experience, are attracted. 
Even if a fraudulent or unfair 
practice were fully disclosed in 
the prospectus it probably would 
go unrecognized, if not unread. 
Investors generally have no broad 
background of investing experi- 








ence, no conception of the mortal- 


ity of enterprises, or of the degree 
of risk assumed in purchasing any 
security. 

We rightly regard the business 
of the underwriter, dealer, or 
broker as a highly specialized 
business. But the business of in- 
vesting money, of buying securi- 
ties wisely, should require even 
more specialized knowledge. It is 
the investor who is the one who 
assumes the greater risk. Yet, we 
have these inexperienced invest- 
ors who comprise the bulk of the 
number of investors buying se- 
curities today. They get in and out 


|of the market at the wrong time 


and have only a faint understand- 
ing of what they are doing. 
Some investors, helped by ex- 
perience, have realized their own 
limitations in the matter of buy- 
ing securities wisely. Mutual 
funds, or open-end investment 
companies, emphasizing diversifi- 
cation and expert supervision, 
have capitalized on that fact. I be- 
lieve, in a great many instances 
they offer a much better approach 
to a reasonable solution to the av- 
erage investor’s problems. 
However, on the one hand, we 
still have the great bulk of inex- 
perienced investors in the market 
eagér to buy any securities that 
are offered. On the other hand, 
we have the underwriters and 
dealers with a flood of new offer- 
ings, corporate financings and 


bail-outs. Only about 15% of the 
time does an ideal situation exist 
for the dealers when securities can 
be sold with practically no effort, 
and money can be made so easily. 





They want to make the most of 
their opportunity while it lasts, 
and many take a _ short-sighted 
view of the future. In the scramble 
to provide new offerings there 
has been a gradual deterioration 
in the quality of securities offered 
and an increase in the offering 
price. Questionable practices have 
arisen. While there have been 
good offerings, there have also 
been many offerings on terms 
grossly unfair to the investor; is- 
sues that should never have been 
sold. Can we say the investor is 
properly protected if we merely 
hand him a prospectus? I believe 
that our experience proves he is 
not properly protected thereby. 
I think that state regulatory com- 
missions serve an extremely use- “ 
ful purpose at this critical time 
by going beyond full disclosure, 
and beyond ascertaining whether 
apparent ffaud is present, to de- 
termine whether the offering is 
fair, just, and equitable in all re- 
spects. At the day of reckoning 
that inevitably follows any period 
of great public stock speculation, 
the securities administrator will be 
held to account by the public for 
the kind of job he has done. He 
cannot look to the underwriter 
and the dealer to apologize for 
him. 

State securities administrators 
all want the securities industry 
to prosper. Such prosperity de- 
pends on the continuing confi- 
dence of the investing public. I 
can think of no surer way of de- 
stroying that confidence than by 
selling the public questionable or 

(Continued on page 1814) 











FOR CHEMICAL MIRACLES 


More than a Score of Raw Materials Invite Chemical Industries 
to the Territory Served by Kansas City Southern Lines 


Nowhere else in the United States is found such a variety of raw 
materials for tomorrow’s chemical miracles as in the fast-growing six- 
state area of Kansas City Southern Lines. Among the metals and min- 
erals are Antimony, Barite, Bauxite, Chalk, Clays, Coal, Dolomite, 
Gypsum, Iron, Lead, Lignite, Limestone, Manganese, Marble, Mercury, 
Phosphate, Salt, Silica, Shales, Slates, Sulphur, Titanium, Tripoli, Vana- 
dium and Zinc. And with all these are great timber and agricultural 


resources for chemurgy, an immense and unfailing 


flow of natural gas, and the world’s greatest oil pro- 
duction and refining—suggesting chemical utilization 


of hydrocarbons. 


- The chemical industry produces economically and 
profitably here, aided by skilled local labor, a plen- 
tiful supply of water, and fast, cooperative trans- 
to domestic markets, but to 
world trade through great Gulf ports near-by. 
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excessively 
sues. 

In what ways can a securities 
administrator properly go beyond 
full disclosure and apparent fraud, 
into the realm of matters that tend 
to work a fraud or are unfair, un- 
just, or inequitable? 

We might consider stock pur- 
chase warants or stock options to 
underwriters or management. I 
believe the securities administra- 
tors on May 25, 1945 performed 
a distinct service for the investing 
public and for the securities in- 
dustry itself, when they resolved 
that such options or -warrants 
would be looked upon with great 
disfavor except in the unusual in- 
stances where they were justified. 
The inequities and abuses that so 
often attend the issuance of such 
options and warrants are already 
well known to all of us. One point 
recently sought to be made in 
justification of the issuance of 
warrants to underwriters in cor- 
portate financings was that they 
compensated the underwriter for 
continuing to give the company 
advice, counsel and assistance in 
many ways. Even if we assum2 
that the underwriter is qualified 
by a versatile staff to render such 
aid and advice, the extent and 
value of such services could not 
well be determined beforehand 
and in any case such value would 
bear no relationship to the fluc- 
tuations in price of the company’s 
stock. 

A recent tendency has been for 
existing stockholders to issue and 
sell warrants to underwriters in 
connection with an offering of 
stockholders’ securities. This re- 
moves the threat of dilution of 
the stockholders’ equity. There 
might possibly be some question 
as to whether the threat of in- 

creasing the floating supply of 
securities might hinder the com- 
pany in a subsequent corporate 


priced securities is- 


whole, however, warrants issued 
by stockholders would seem sub- 
stantially less objectionable than 
warrants issued by the company. 
We might consider the question 
of offerings of stockholders’ se- 
curities, or as they have some- 
times been called. “bail-outs’. 
While there have been many of- 
ferings of stockholders’ securities 
on terms that have been fair and 
equitable, there have also been 
quite a number that are open to 
question. In many cases the com- 
mon stock of a company is 
owned by one family or a small 
group. An offering is made of a 
minority interest, often up to as 
much as one-half of the stock. 
Generally, the sellers can assign 
valid reasons on their part for 
disposing of a portion of their 
stock. On the other hand the 
public is offered a minority in- 
terest in a small company, often 
in a distant state, at a high price. 
The sellers who have built up 
the company and know its affairs 
and prospects intimately have 
picked this as the most opportune 
time to sell their stock at an ad- 
vantageous price. The invester, 
who cannot possibly know as 
much about the company, is asked 
to buy. The sellers, who stfll re- 
tain control, may have the com- 
pany tied down to long-term em- 
ployment contracts at high salar- 
ies, rent agreements with real es- 
tate holding companies which 
they own privately, etc. The pub- 
lic, being in a minority position, 
may be unable to compel the 
company to terminate or change 
such contracts if they become 
burdensome. It is esential that 
such stockholder offerings be 
examined closely to make certain 
that they are fair, just and equit- 
able. 
“Vendor’s Profits” 


During the past 2 years there 
have been a number of offerings 
with so-called “‘vendor’s profits”. 





offering of the same issue. There 
still would remain the incentive 
on the part of the underwriter or 
dealer to stimulate investor in- 
terest in the security — to boost 
the price to an abnormal level 
for his own gain, — without dis- 


These have usually involved the 
purchase of a business, or all the 
outstanding stock of a company 
by one or more underwriters and 
others, with a view of effecting 
a recapitalization or stock split- 
up and a subsequent public of- 





closing his own position. On the 


fering at a substantial profit. Any 


such profit should be subject to 
careful scrutiny. Unless it can be 
clearly shown that there has been 
a fortuitous purchase, or that 
something has been added, com- 
mensurate with the profit taken, 
such ballooning would appear to 
be unjustified. It would seem per- 
tinent to consider the circum- 
stances surrounding the purchase, 
the time elapsed and interim 
changes affecting the condition or 
outlook of the company, the 
change in management and capi- 
talization, and the fairness of the 
price of the securities offered in 
comparison with others in the 
same industry. 

There are of course many other 
factors that a regulatory securi- 
ties administrator can properly 
consider such as excessive price, 
excessive discount, unconscion- 
ably high salaries, lack of proper 
voting power in Preferred and 
Common Stock, the syphoning of 
profits in devious ways, and so 
on. I shall not take the time to 
go into them here. 

These are all matters with 
which the securities administrator 
of a regulatory state may properly 
concern himself in these times. 
While the conclusions reached 
may not be the same in all states, 
a sincere attempt at their solution 
cannot help but work for the 
betterment of securities adminis- 
tration and the securities industry. 

The adequate protection of in- 
vestors, however, depends on the 
efforts of both the securities ad- 
ministrators and the securities in- 
dustry. I believe that the industry 
is today faced with an important 
problem. It has had the trust and 
confidence of investors who do 
not generally consider that they 
are dealing at arms’ length with 
its members, but instead: look to 
them for counsel and guidance in 
investment matters. It can readily 
dissipate that trust and confidence 
by avoiding responsibility and by 
continuing the marketing in a 
large part of*questionable or ex- 
cessively priced offerings. It is 
only by recognizing. and assuming 
a greater degree of respomsibili 
for the investor’s welfare that that 
confidence can be retadined-and. 
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Radio: Past 


(Continued fro 
made many outstanding contribu- | 
tions to the radio art and indus- 
try. Amohg my friends here are 
without whose en- 

ceoperation ana 


decades would have 
been far more difficult to solve. 
To all of you who are present, 
and to many others who cannot 
be with us tonight, I wish to ex- 
press my heartfelt thanks and ap- 
preciation. 

Radios Unending Evolution 


Forty years ago, radio was so 
young that even a boy of 15 soon 
felt that he was a veteran. As one 
of the youngsters within whose 
mind and heart the spark of wire- 
less kindled a great enthusiasm, I 
must confess that even now as I 
look ahead I feel very little older, 
for radio today appears no less 
filled with opportunity for growth 
than it was in the early days 
when dots and dashes were music 
to a young man’s ears. We were 
only on the threshold in 1906. 
Great progress hag been achieved, 
but as science measures time, we 
have witnessed only the begin- 
ning. We are still pioneering in 
the dawn of the Radio Age. 
Forty years from now the in- 
struments of radio which we 
marvel at today will be museum 
pieces, along with the coherer, 
the crystal detector, the head- 
phones and the spark gaps. Long 
waves fascinated us in 1906; so 
did the sparks that crashed noisily 
across the gaps. Now micro- 
waves, akin to light and generated 
in silence by electron tubes, are 
leading radio to triumphs in com- 
munication undreamed of in the 
beginning. 
The pace of science has been 
swift and the challenge to the new 
art:has been great. That pace will 
be swifter and the challenge still 
greater as the future unfolds. Be- 
cause the wireless pioneers pos- 
sessed faith and vision, and be- 
cause the romance of wireless was 
so powerful within them, a vast 
new industry has been built, pro- 
viding employment for hundreds 
of thousands. of»people, while mil- 
ions..enjoy the services that radio 
ings to them. 
~“In America, radio has grown 
rapidly as a great public servant, 
not only because of freedom to 
speak and’ freedom .to. listen but 
because of the freedom of science 
to advance. Science must be free. 
We can permit no restrictions to 
be placed upon the = seientists’ 
right to question, to experiment 
and to think. Because America 
has held liberty above all else, 
distinguished men of science have 
come here to live, to work and to 
seek new knowledge. The world 
has been the benefactor and 
science has moved forward. In 
war, science dares the impossible; 
it must continue to dare the im- 
possible in peace if a fuller life 
is to permeate society. 
Radio has never ceased to stir 
the imagination; it has continually 
inspired research. That is why 
radio is always new. It has met 
the challenges of two World Wars 
and of the 20 years of peace that 
intervened. 
Radio has become one of the 
world’s great social forces; it edu- 
cates, informs and entertains. Dis- 
tance has-been annihilated. All 


the sound ofa single voice. A 
9-word-message has encircled the 
earth in 9 seconds! The face of 


radar pulse and echoed it back in 
2 seconds to revive predictions of 
interplanetary communications. 

The evolution of radio is un- 
ending. It has produced tele- 
vision, radar and a host of other 
electronie devices and services. 
We 
changes that those who follow us 
may wonder how we of this gen- 


around the world and not to see 








‘at the same time. Our descendents 


the moon: has felt the ping of a+ 


still can foresee so many 


eration were satisfied to talk 


and Future 
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services of this era and compare 
them, as a candle to the electric 
light, the horse-and-buggy to the 
automobile, the ocean liner to the 
stratoliner. 

Already, the electron tube re- 
sponds to our sense of touch, 
sound and sight. We shall learn 
how to make it respond also to 
our sense of taste and smell. The 
tireless workers of radio science 
will produce a radio-mail system 
that will be’ inexpensive, secret 
and faster than any mail-carrying 
plane can travel. Portable com- 
munication instruments will be 
developed that will enable an in- 
dividual to communicate directly 
and promptly with anyone, any- 
where in the world. As we learn 
more about the secrets of space, 
we shall immeasurably increase 
the number of usuable frequen- 
cies until we are able to assign 
a separate frequency to an in- 
dividual as a separate telephone 
number is assigned to each instru- 
ment. 


New Weapons in War 
Science is continually at work 
to produce new discoveries and 
new engineering developments. 
But we must bear in mind that 
our destiny is linked not alone 
with advances of technology but 
also with the further development 
of society. Unfortunately, new 
forces+ are being released by 
science which threaten to bring 
an abrupt end to all progress un- 
less they are properly controlled 
and usefully applied. In radio, 
we have met the challenge of the 
electron and have harnessed it. 
Now we must meet the challenge 
of the atom, which has split open 
a new era—the Atomic Age! 

Only three weeks ago I re- 
turned from the grim and un- 
healed battlegrounds of Europe. 
There amid misery and stili- 
smoldering ruins, one feels acutely 
the dread with which mankind 
nervously contemplates the threat 
of biological warfare, atomic 
bombs and guided missiles with 
war-heads pointed teward death 
and devastation. Within the past 
few months “ghost bombs” have 
been reported flying over Sweden. 
They are said to emanate froma 
point 500 miles away. Their 
course is guided and controlled 
from that distance: Some observers 
believe they are self-destroying 
and during their flight overland 
their course is automatically 
changed so they will fall inte the 
sea and leave no clue as to their 
composition or construction. These 
pilotless missiles streaking across 
the European sky and the atomic 
bombs recently exploded in the 
South Pacific cast ominous shad- 
ows on the horizon of the future. 

We have witnessed the mere 
beginning of push-buttom war- 
fare contrelled by the long-range 
electronic fingers of radio. Only 
recently two pilotless Flying Fort- 
resses were flown from Hawaii to 
California through daylight and 
darkness, through clear weather 
and fog, under the radio control 
of a mother plane. In war, they 
might have carried bombs or 
germs. At the Bikini “Operations 
Crossroads,” radio and television 
controls were much in evidence 
as indications of what may be ex- 
pected in a future war. ; 

Let us not be complacent in the 
thought that we in America are 
safe from destruction because we 
escaped invasion in the war just 
ended. The Atlantic and the 
Pacific are no more protection to 
our country today than is the 
English Channel to the British 
Isles. Pilotless planes and rockets 
flying 6,000 miles an hour in the 
stratosphere can carry explosives, 
poisons or germs half way around 
the globe to wipe out entire cities 
in a deluge of radio-activity, fire, 
mist, dust, debris and disease. 

It is frightening to recall that 
not a single V-2 rocket aimed at 
England during World War Ii was 
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niques could 


be devised to ex- 


than we like to admit. Achieve- 


plode flying bombs in space, some | ment, however, is born and fos- 


of them surely would get through 


Only a few would be necessary 
to ignite and to rip asunder great 
Furthermore, there could 


cities. 


.| tereci by vision and imagination. 
Many great inventions have been 
made by young men endowed with 
future-mindedness. Although 





be little protection against atom | youth lives in the future and:age 


time-bombs that might be smug- | 


in the past, yet it is not difficult 


gled into a country by saboteurs|for even the middle-aged of this 


who would plant 
tegic spots, to 


them in 
distant finger. 

What defense can 
war in this way? 


the sky—faster than sound, as 
sinister as death itself? 


stra- 
explode at the 
enemy’s will by a touch of his 


man devise 
against an unseen enemy waging 
What defense is | will 
there against a lurid streak across| discoveries to change 


That is 
the question anxious people ask 
in every quarter of the globe. I 
do not pretend to know the an- 


generation to imagine world-wide 
television 40 years hence. Inter- 
national broadcasting, undreamed 
of 40 years ago, has taught us that 
in a science as universal as: radio, 
reality surpasses prophecy. There 
be many events and .many 
radically 
anything that we foresee. An ob- 
servation which today may seem 
trivial may become of utmost sig- 
nificance in the years ahead. Only 
a few years ago the elusive radio 


swer. On my travels through Eu-| echo seemed a scientific, fantasy, 


rope and in discussions with noted 
and 
abroad, I have found scant hope 


men of science at home 
that any one has the answer for 
adequate defense against the new 
weapons of war that are capable 
of mass destruction on a world- 
wide scale. 


Despite the fact that the handi- 
works of science are at stake, the 
seientist has little to say on how 
his discoveries and inventions are 
to be used. Inherently, he is a 
man of peace, but the products of 
his genius are often put to uses 
far afield from his original 
thoughts and motives. 

If peace is the chosen course, 
Scientists can turn their attention 
to the development of atomic 
power for industry and the con- 
quest of disease. We would then 


hear less of biological warfare and 
more of new triumphs over dis- | 
man | 


eases that have plagued 
across the centuries, destroying 
him in greater numbers than war 


itself. The warlike idea that warm | 
shifted | 


ocean currents could be 
by science to turn fertile lands 
into deserts might be reversed in 
peacetime to modify or divert 
these currents to 
mate so that deserts would become 
gardens. With the aid of nuclear 
power plants desert areas might 
be transformed into habitable and 
productive regions. 
There is even the 
that one of ma: 


possibility 
vs greates! 
be controlled. One of our noted 
men of 
that his studies of the 
not only suggest this 
but that experiments are 


dominion over 
example, man may lear: 
deflect air 
sequent changes in weather and 
he may discover how to neutral- 
ize a storm or detour it from its 
course. 

Automatic radio weather 
tions in remote places in the polar 
regions, in deserts, in jungles and 
on the seas can collect and broad- 
cast weather data. Already radar 
spots a hurricane, peers into its 
vortex, plots its movement and 
photographs it from minute to 
minute. Radio-controlled and elec- 
tronically-equipped rockets will 
permit exploration of the upper 
atmosphere. Within minutes new 
electronic computing devices can 
analyze such information on a 
global basis. 

We may yet have rain or sun- 
shine by pressing radio buttons! 
When that day comes, we shall 
need.a World Weather Bureau in 
which global forecasting and con- 
trol will have to be vested. Here 
iS a poser for the isolationist and 
a poem for the internationalist. 

Looking Ahead 40 Years 

What is the shape of things to 
come in the next 40 years? The 
answer is difficult because the 
yardstick of the past is not always 
an accurate measure for the fu- 
ture. Most of the predictions of 
four decades ago fall short of 
present realities. And predictions 
that one might make today are 
likely to miss the mark of 1986. 
Scientific progress and prophecy 
both are dependent on the fertil- 
ity of the imagination, and our 
imaginations are more _ limited 


ata 
Sta- 


yet from it came radar, when war- 
time events called for it. 
Necessity. is credited as the 
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mother of invention, largely be-| the preservation of our freedom 


cause events often demand 


force changes, 


or!and the solidarity of peace. 
The most difficult | 


But if opportunity is to be 


problems facing mankind are so- | turned to good purpose, our coun- 


cial and _ political rather 
technical. 
social and political spheres 


imaginations cover a rather lim- 
ited radius. 
Many men will risk their lives 


to solve a scientific problem; few | 


will risk their comfort or secur- 
ity to solve a social or political 
problem. Therefore, the most im- 
portant problem of all is the selec- 
tion of courageous, competent and 
wise leaders. That kind of lead- 
ership calls for more than mere 
exercise of authority; it calls for 
imagination, initiative, direction 
and guidance, People everywhere 
cry for such leadership. Upon it 
depends the future of democracy, 


than | try must be strong. 
Unfortunately, in the| has little respect for weakness. 
our | Often, weakness is associated with | 





The world 


fear, and fear is not an attribute 
of peace and brotherhood. This 


|nation must be strong morally and 


physically, not alone for its secur- 
ity but also for the accomplish- 
ment of its task in helping to re- 
habilitate a world suffering from 
the vicious aftermath of war. 

With courage and vision, we 
must see to it that there is un- 
ceasing exploration not only in 
the physical sciences, but also in 
the political and social sciences. 
Only upon these forces can world 
unity be built and peace be main- 
tained, 


Man must learn to control him- 
self as well as the new forces of 


science which he seeks to control. 
He must think not only of him- 
self but also of his neighbors. He 
must recognize the fact that mod- 
ern science has shrunk the world 
into one neighborhood. Now more 
than ever man must be the master 
of his fate. The frightening weap- 
ons within his grasp may yet 
prove the prime influence that 
will move him to concentrate on 
the problems of peace. But to 
achieve the blessings of peace, 
man must bring to these problems 
also his heart and his soul. 


Friends, as we look ahead 
through the vista of science with 
its tremendous possibilities for 
progress in peacetime, let us not 
feel that we are looking beyond 
the horizon of hope, The outlook 
is not discouraging, for there is no 
limit to man’s ingenuity and no 
end to the opportunities for prog- 
ress. 
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THESE 7 BASIC BANKING JOBS 
ALL HANDLED ON 1 MACHINE! 


| 


Posting depositors’ accounts 
Posting loan and discount records 


Posting any type of mortgage records 
| Posting trust ledgers 


| Writing checks and:posting related pay- 


roll records 


Posting the general ledger 


Posting daily statement of condition 


In a small bank, a single National Multiple-Duty one, or more, of these specific jobs. 


Accounting Machine handles all 7 of the basic bank In every case, the National Multiple-Duty Ac- 


acCOunting jobs listed. Itcan be changed from one job counting Machine helps you to speed production and 


to another in amatter ofseconds. Its removable form- reduce errors—as will any of the many other 


bars simply lift off and snap on—no screws, catches, National machines and systems expressly designed 


or fittings to fuss with. Even the smallest bank will for bank use. Call your local representative, or 


find it useful every hour of the banking day. Ina write to The National Cash Register Company, 


large bank, separate National Multiple-Duty Ac- Dayton 9, Ohio. Offices in principal cities. 


counting Machines may each be assigned to handle 
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Bull or Bear Market? 


(Continued from page 1783) 


New York or the other large sea- 
port cities couldn’t help but be 
“hears” during that period. Thus 
Russia and certain labor leaders 
are primarily responsible for the 
tremendous recent market losses. 


Investors Necessary to American 
Industry 

Of course, the thinness of the 
stock market has been a factor in 
the situation. When you draw a 
check on your bank, you immedi- 
ately get your money; but when 
you give a broker an order to sell 


stocks, the situation is entirely 
different. He does not buy the 
stock; but, rather, must hunt 


around for someone else to buy 
your stock. Moreover, under the 
present unfair rulings of the Fed-— 
eral Reserve Board, the broker 
must find a man with ready cash 
to buy your stock. This is a rule 
that does not apply to selling any- 
thing else. This ruling should be 
amended at once. 


In connection with the Com- 
munistic scare there is the possi- 
ble bombing of certain large 
American cities. World War II 
could easily be reopened by 
England. Yet our government 
gives no protection to investors 
against such a catastrophe. With 
this additional unjust condition. 
the handicap to legitimate in 
vestors, is intensified. 

I insist that most investors are 
rendering a legitimate service: the 
welfare of the country depends 
upon them. American industry 
could not exist were it not for 
small investors; there would be 
no employment were it not for 
small investors; and _ certainly 
very few consumer goods would 
be available were it not for small 
investors. I despise speculation. I 
myself have never bought a share 
of stock on margin, or on bor- 
rowed money, or advised anyone 
€sse to. On the other hand, I be- 
lieve that the investor in Ameri- 
can industry is entitled to as 
much protection as the man who 
invests in a farm, a home or de- 
posits his money in a bank. 


Protect Small Investors 
During the bank panic, a large 
number of banks in this country 
closed. In most cases there was 


no need for them to close, but for 
various reasons—some political— 
they were forced to close. Mil- 
lions of people lost billions of 
dollars — mostly unnecessarily. 
After this unfortunate event, Con— 
gress passed a law insuring bank 
deposits up to $5,000, or rather, 
putting a floor under such losses. 
In the interests of a better Amer- 
ica, why shouldn’t Congress pro- 
tect small investors with a similar 
floor? 


Dividend Payments 
In July 1946 


Publicly reported cash dividend 
payments by corporations in the 
United States were 13.3% higher 
in July of this year than they 
were in the same month a year 
ago, the Department of Commerce 
said on Sept. 6. July payments 
amounted to $393,100,000 this 
year, compared with $347,100,000 
in 1945. The Commerce Depart- 
ment’s’ announcement of Sept. 6 
added: 


For the three months ended 
July 31, 1946, dividends totaled 
$1,024,300,000, a rise of 5.4% from 
the $972,100,000 total in the cor- 
responding months of 1945. The 
most outstanding gain for the 
three month period of 1946 as 
compared with the same period a 
year ago was a 36% increase in 
cash dividend payments by cor- 
porations engaged in trade. 


Other non-manufacturing cor- 
porate groups showing gains in 
dividend payments for the three 
month period as compared with 
the same period a year ago, were: 
miscellaneous, up 17%; mining, up 
16%; finance, up 10%, and heat, 
light and power, up 7%. Divi- 
dends paid by corporations en- 
gaged in communications were 
unchanged. 


The railroad industry was the 
only non-manufacturing group 
registering a decline, which 
amounted to 9%. The decline was 
largely due to a change in the 
date of a dividend declaration by 
a large railroad company. 








Dividends paid in the three 
month period by manufacturing 


corporations as a whole, increased 
1% over the same period last 
year, but among the subdivisions 
there was considerable variation. 
Paper and printing, other manu- 
factures, textiles and leather, and 
oil refining corporations each in- 
creased their dividend payments 
between 13 and 21%. 

On the other hand, payments by 
most metal industries declined. 
Companies in the automobile, 
transportation equipment, non- 
ferrous metals and in both the 
electrical and non-electrical ma- 
chinery groups either reduced 


their dividend rates or made no 
common stock disbursements, the 
declines ranging from 4 to 24%. 
Among the metal industries, the 
only corporate group to increase 
its dividend payments was iron 
steel, up 2%. 





N. Y. Savings Loan 
Associations Resources 


Resources of savings and loan 
associations of the State of New 
York increased 8.1% or $59,158,- 
759 during the first half of 1946, 
from total resources of $728,848,- 
214 as of Jan. 1, 1946 to $788,- 
006,973 on June 30, 1946, accord- 
ing to figures issued by Zebulon 
V. Woodard, Executive  Vice- 
President of the New York State 
League of Savings and Loan 





Associations. 

The lLeague’s announcement 
| went on to say: 
| “Savings in these institutions 


| increased likewise during this 
| same period from a total of $631,- 
490,900 on Jan. 1, 1946 to $692,- 
| 904,791 representing an increase 
of $61,413,891 or 9.7% for the 
period. 

“While the increase in savings 
and loan resources was 1.5% less 
| than the increase shown for these 
'associations for the same veriod 
of 1945, the increase in savings 
for the first half of 1946 was 
28.7% greater than that recorded 
during the comparable 1949 
period.” 
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mand for mortgage money in the 
near future, if the boom does not 
collapse, but the supply of capital 
and credit seems more than ade- 
quate for any foreseeable de- 
mands. There may be a slight 
firming of-the rates, but, in gen- 
eral, it will not amount to very 
much. On the supply side, the im- 
portant thing to remember is our 
war created legacy of bank de- 
posits and money in circulation. 
Today, we have some $100 billion 
more deposits and currency in cir- 
culation than we did before the 
war. This enormous holding of 
liquid funds is in the hands of the 
public—corporations and individ- 
uzls—and can be invested over 
and over again so long as the 
bonds, which gave rise to the in- 
crease, remain in the banking 
system. 

True, the Treasury is presently 
engaged in reducing deposits by 
redeeming obligations held by the 
banks, and hopes to reduce depos- 
its still further by shifting bonds 
from banks to non-bank hands, 
both of which tend to tighten in- 
terest rates. True, as a result of 
this new Treasury policy, rates, 
particularly in the money market, 
have firmed somewhat. True, we 
have undoubtedly passed the low- 
est point on short-term rates, and 
have probably passed the lowest 
point on long-term rates. Never- 
theless, do not expect very much 
in the way of an increase. The 
plain fact is that the government 
controls the interest rate. And, 
while the Treasury would like to 
reduce deposits and thereby es- 
tablish a higher rate to fight the 
forces of inflation, there is the 
little matter of a public debt of 
some $264 billion dollars on which 
interest must be paid. They have 
not yet figured out a way where- 
by they can increase other rates 
and, at the same time, keep down 
the rates on their own borrowing. 
So, as I said before, there will not 
be any consequential increase of 
rates—at least, not until the prob- 
lem of a differentiated interest 
rate is solved—and no solution is 
in sight now. 


Question of Risks 


The question of the safety of 
the mortgage brings up many, 
many other factors because of the 
interrelations of economic activi- 
ty. These will now be consid- 
ered one by one. 

As is well known, the rate of 
business activity has a controlling 
effect on the volume of new mort- 
gages and the safety of existing 
mortgages, so, it will be consid- 
ered first. Business activity is 
currently at peacetime record lev- 
els; but the outlook is uncertain. 
If the current labor difficulties set 
off a nationwide wave of strikes 
which are “solved” by granting 
wage increases, we stand a very 
good chance of having a “boom 
and bust” type of economic purge. 
On the other hand, if prices can be 
stabilized around present levels 
for six or seven months, produc- 
tion, which is now beginning real- 
ly to “roll,” should remove the 
threat of inflation. We then could 
look forward to a fairly prolonged 
period of good business with slow- 
ly declining prices. 

Mortgage lenders should ponder 
well the two alternatives facing 
America—boom and sharply lower 
prices, or stabilization and slowly 
declining prices. They both have 
one thing in common—lower 
prices.- And, if anyone is relying 
on inflation to justify some of the 
present valuations, he should 
ponder the following straws in the 
wind: (1) Inventories at the end 








‘of July had reached the all-time 
record high of $30 billion, with in- 
.ventories in some lines jumping 


}...as. high as..20%.a.month.,. Clearly,.. 
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Mortgage Investment? 
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the end of the inventory boom 
approaches. (2) Consider, in con- 
junction with the foregoing that a 
recent Federal. Reserve Board 
analysis. of a National Survey of 
Liquid Assets made by the United 
States Department. of Agriculture, 
showed that “Total asset holdings 
of three-fourths of the people 
amounted to less than one-fifth of 
their annual income.” In other 
words, disregarding unemploy- 
ment insurance and assistance 
from relatives and friends, 2.4 
months of unemployment will put 
75% of our people on relief! (3) 
Or, consider the fact that in 1939, 
before the war, we had $39,588,- 
000,000 in production facilities of 
all kinds. From July 1940 to 
June, 1944, this was expanded by 
$23,505,000,000, an increase of 
some 60%. An additional $4.6 bil- 
lion of plant facilities were 
planned for completion as soon 
after the war as possible. Clearly, 
production facilities are adequate. 
(4) As a specific illustration of 
overproductive capacity in one 
field, consider the following state- 
ment recently released to the 
newspapers by the air transport 
industry: “By 1947, the passenger 
capacity of the airlines will be 
equal to that of the railroads in 
1941.” As if that were not enough 
bad news for the railroads, the 
President of the New York Cen- 
tral later in the week notified the 
Interstate Commerce Commission 
that he anticipated a deficit of 
nearly $69 million in 1947 if pres- 
ent freight rates are not raised— 
and, further, that even if rates 
were raised the 25% requested, 
the New York Central would still 
have a deficit of $18,652,000. 

Obviously, excess capacity, high- 
er rates and deficits do not make 
sense! Economic readjustment 
seems overdue. 


Readjustments and Inflation 

Now, will these readjustments, 
which are inevitable in many in- 
dustries, cause wild inflation—in- 
flation such as they have had in 
Hungary where it took 5,000,000,- 
000 pengoes to get one dollar at 
the end of July? And, if we 
should have an attack of infla- 
tion, would real estate be a hedge 
against it? Well, the American 
people have just paid millions to 
learn that the stock market is no 
hedge against inflation. A great 
deal of real estate has been pur- 
chased with the idea that it is a 
hedge against inflation. When 
people learn better, such real 
estate will hang over the market. 
Furthermore, the greatly in- 
creased tax burden Federal, 
because of much higher military 
and civilian expenditures; and 
State, because of higher prices 
and assumption of increased so- 


cial responsibilities -— which we 
will have in the atomic armament 
race days ahead, will weigh 


heavily on real estate. The crush- 
ing character of this tax burden 
is not yet realized because of easy 
money conditions, but lenders 
dare not underestimate it. 


Effect of New Construction 


Let us now turn to the con- 
struction outlook. New construc- 
tion affects the safety of mort- 
gages because it has an important 
influence on the value of exist- 
ing buildings. New construction 


point of ability to pay interest on 
existing mortgages because, under 


prosperity in the United States 


ume, 


The inability of the construction 
industry .to get. into high level 
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shortages, governmental hin- 
drances, a vicious black market, 
material shortages and hoarding 
are so discouraging that I shall 
not pain you with a detailed re- 
cital. There are two things, how- 
ever, which I should like to men- 
tion. First, with all of the con- 
trols, and millions of subsidies, 
ithe Administration at Washington 
is able to report the completion of 
only 287,100 homes ready for oc- 
cupancy during the first eight 
months of this year. And this 
total includes trailers and single 
room reconverted army and navy 
barracks and other wartime build- 
ings. This compares very unfavor- 
ably with the 715,000 housing 
units which were erected by pri- 
vate effort in the year just before 
the war. The other statistics I 
want to give you is the informa- 
tion released by Myron L. Mat- 
thews, executive Vice-President of 


Dow Sérvice, Inc., before the So-: 


ciety of Residential Appraisers in 
New York on Sept. 19. He ex- 
pressed the opinion that about 
one-third should be deducted 
from present values to cover val- 
uation decreases “when the bub- 
ble bursts.” Documenting this 
conclusion, he said, “The house 
that cost $7,200 in 1939 now costs 
$11,000 within ceilings, and at 
least $14,000 if materials are 
bought over. ceilings’ —an increase 
of 53% if entirely within ceilings 
or an increase of 94% at black 
market prices. The housing short- 
age and black market prices are 
highly artificial props of present 
valuations. Clearly, they cannot 
last forever. The conclusion to 
be drawn is obvious. 


Long Range Outlook Not Good 


In contrast to the favorable out- 
look for the immediate future, 
the long-range outlook for real 
estate values is not good. Busi- 
ness property will be adversely 
affected by the many changes 
which will take place in the field 
of distribution. The terrific com- 
petition in this field will cause 
the construction of more and 
more specialized buildings, as it 
will be cheaper in many cases to 
build such specialized structures 
than to remodel present ones. 
Residential property appraisal, 
likewise, should be on a very 
conservative basis, as all old 
buildings have heavy unrealized 
®bsolescence because of social 
changes in the American family 
itself, improved labor-saving 
gadgets and increased taxes. 

When the new houses and 
apartments adapted to modern 
needs, such as lack of domestic 
help and smaller families, become 
available, they will have a very 
unfavorable effect on the values 
of buildings erected before the 
war even though at lower costs. 
Also, in your valuations you 
should keep in mind that women 
are having more and more to say 
about housing. They are not so 
interested in the beams and the 
solidity of construction. They 
don’t worry about the foundation. 
They are not looking for a house 
which will last a hundred years; 
women don’t like old things, ex- 
cept antiques! No, they look for 
gadgets and labor-saving ideas 
and devices. And, the last thing 
in the world the modern woman 
wants is one of those substantial 
old houses with 10 to 15 rooms, 
such as the one in which her 
mother worked herself to death! 

Looking to the future, govern- 
mental subsidies in many different 
forms will adversely affect prices 
of existing buildings. Take the 
question of veterans’ housing. 
You know that something is go- 
ing to be, yes, has to be done 
about that. Yet, a National Hous- 
ing Administration survey shows 
that, statistically, the veteran 
needs a purchased home of 4.6 
rooms, although three-fifths of 
the veterans cannot afford to pay 
as much as $40 a month for shel- 
ter, and only one-fifth can afford 
to pay more than $50. The in- 
flationary aspects, of the loan 





guarantees and the other things 
we have already ‘done are obvi- 
ous, as the present system encour- 
ages veterans to assume finan- 
cial obligations beyond their 
means. But, the problem is not 
solved, and you may expect more, 
rather than less, government in- 
terference or assistance. (It’s in- 
terference, if the government 
does it for the other fellow; as- 
sistance, if done for you!) 
More Public Housing 

All along the line; higher costs 
mean more public housing, more 
“slum clearance.’ This makes 
private low income housing a bad 
mortgage risk. Luxury housing 
and luxury apartments, likewise, 
should be viewed with a critical 
eye. Higher taxes, declining busi- 
ness profits, and lower interest 
yield on inherited funds, will 
make the success of such ventures 
highly problematical, The middle 
classes are still sound, but they 
are having their difficulties. And, 
of course, wild inflation would de- 
stroy their solvency. 


While the volume of mortgage 
financing is running nearly 120% 
ahead of last year, there is a com- 
petitive development which is also 
running far ahead of previous 
years. I refer to the vigorous re- 
vival of the trend of insurance 
companies and savings banks, 
where permitted, to develop, own 
and manage large housing prop- 
erties. These agencies plan to in- 
vest directly in housing in the 
next two or three years more than 
in’ all previous: history. A great 
deal of this investment will be in 
public assisted housing. 

Now, to tie all of these things 
together and give you some idea 
of a sound mortgage policy to fol- 
low, under the pressure of the 
stupendous economic forces loosed 
by World War II, may I say that, 
in my opinion; we are riding the 
crest of the greatest boom the 
world has ever known, and real 
estate prices lead all the rest. The 
credit and financial structure is 
sound, but the price structure is 
very vulnerable. How soon we 
will have to come down and pay 
for our ride, I cannot say; but 
it will not be too long. Whether 
we will come down with a para- 
chute or in the economic machine 
for a ‘““‘belly” landing, I likewise 
cannot say. But we will come 
down, of that you may be sure. 


What Policy? 


Granting the foregoing, what 
policy then should be followed? 
First, let me say that many of you 
may disagree with my conclusions, 
because you feel the need for 
housing is very great. There can 
be no question about the need; it 
is very great and has been very 
great ever since the first settler 
landed on the Atlantic shores. But 
housing needs and the housing 
market are two entirely different 
things. As we say over in Ken- 
tucky, “It takes money to buy 
whiskey,’ and that means em- 
ployment, wage income, so far as 
the whole real estate price struc- 
ture is concerned. 

True, our people have been on 
the march, which creates a need 
for housing. According to the 
‘Census Bureau, migration in the 
United States was greater during 
the war years than in Europe 
with its slave labor and forced 
movements of populations. To 
help house this great tide of hu- 
manity, however, 4,029,875 hous- 
ing units were built or converted. 
Furthermore, these accomoda- 
tions were built during a period 
when it was generally thought 
that construction was at a stand- 
still, so the housing shortage is 
not as great as many think! 

It is the inflation of real estate 
values which worries me _ the 
most. Value does not come from 
what is put into a thing. Value 
flows from what we can get out 
of it. Long-run real estate values 


are not being fixed bv taday’s} 


black market prices of labor and 
materials. It is the income of the 
American people which will de- 


termine the value of business 
property (disregarding taxes, la- 
bor costs of the business occupant, 
shrinking profit margins, etc.); 
and, it is the proportion of their 
income which the American peo- 
ple are willing to devote to hous- 
ing which will determine the val- 
ue of residential property. There- 
fore, do not be blinded by present 
costs. 


The very future of mortgage 
lending depends on your appraisal 





and amortization policies, in the | 


critical period ahead. Competi- 
'tively, you may have to accept 
some high appraisals to get mort- 
gages. If you are forced to do so, 


| 

| insist On very heavy amortization | what-I said last March at the an- 
| during the first two to five years.|nual Home Loan Bank meeting 
| Such an amortization scale may | here in Cincinnati. In your oper- 
| permit you to lend safely at cur- | ations, a conservative policy is in- 
'rent levels. Or, in order to get the | dicated if you believe building 

better mortgages, you might offer | activity will be high in the next 

|a declining interest based on the | few years, as that will reduce the 
| increasing equity flowing from! values of present buildings. On 
| amortization. 'the other hand, a conservativ¥> 


Danger Ahead! | policy is also indicated if you b? 
| Whatever you do, there is | lieve that the building boom wil 
| danger ahead. And remember that | be short-lived, because without 
| inflation, such as we have in real large scale construction activity. 
|) ae today, is like sin—every-| employment will not be satisfac- 
|one is “agin it,” but often those | , Be A taibveiie wit =" 
| who protest the loudest are the | SY @n¢ payrolls will not main- 
/ones who practice it the most. tain the present levels of rept 
' In conclusion, may I repeat | and valuation. 
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LEADERSHIP 
MUST BE 
EARNED 


With business, as with nations, true leadership 
comes as a result of many years of preparation... 
of hewing to high standards . . . of never losing 
the bright vision of the future, while meeting the 


problems of today. 


This has been Coty policy from the beginning, 


and we are proud that it has won for us the 


lions of women who have used and loved our 


products. 


Today, in the perfume and cosmetic industry, 


and in the world of fashion and gracious living, 
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Needed: A Free Gold Market for Stability 


(Continued from page 1779) 
the paper milreis. They pick out 
prices in the field of industry 
and commerce. They pick out 
these pegged rates and prices in 
spite of the fact that the men 
operating and experienced in 
these fields confess freely that 
they have the greatest difficulty 
estimating what these rate or 
prices should be. Men of experi- 
ence confess frankly that they do 
not know what the prices and 
rates should be and they suggest 
that the best way to establish the 
rates or prices is to throw the 
components on to a free market 
and let competition establish the 
values. 


Competition of Free Markets 
vs Statistics 


During the last twenty-five 
years there have been countless 
examples of pegging rates and 
prices all over the world. There 
are certain definite limitations to 
statistics that baffle men’s minds 
and there also is a speculative 
area in economics and financial 
problems that cannot be covered 
by statistics. It is much better to 
go as far as one can with statistics 
and then let a certain flexibility 
in the scheme operate so that a 
relationship can normalize itself 
in terms of factors that cannot 
be interpreted by the statistician. 
These factors, particularly in the 





field of economics which involves, 
of course, the underlying laws of 
human behavior, are obscure and 
intangible and very difficult at 
times to interpret at all. Accord- 
ingly, people wise in the use of 
statistics stop at a certain point 
and provide a certain flexibility 
in the scheme, which the statistics 
are supposed to interpret or gov- 
ern, for the various forces or fac- 
tors to come into some kind of 
natural balance. 

In these processes of fixing 
prices, pegging rates and estab- 
lishing cross rates of exchange and 
values of paper monies in terms 
of other monies and gold, I have 
observed these pegged rates and 
prices being picked out by groups 
of men who had a very starved 
background in the use of statistics 
at all, and yet, they had the gall, 
if you want to call it that, either 
to pick out pegged rates and prices 
without any statistics at all or else 
pick them out on a background 
of statistics that were very faulty. 


Interferenee with the Law of 
Supply and Demand has 
Brought Only Confusion 
and Black Markets 


During these years an infinite 
amount of damage has been done 
to production and distribution in 
my own country, and in countries 
I have observed abroad, by these 
presumptions of men. In other 








WE’RE HANDLING 142,000,000 
LOCAL CALLS A DAY 


That’s 25,000,000 more than a year ago — and an all-time 


high. 


It didn’t seem possible that available equipment, with such 


additions as we could make could be stretched to handle an 


increase like that. But it’s been done despite shortages of 
materials and other handicaps, Best of all, service keeps on 


being good on most calls, 
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There are delays once in a while but we’re doing our best 
to make them fewer and fewer. Service will be better than 


ever as soon as new equipment can be made and installed. 
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words, at a point at which a little 
humility would prompt them to 
say: “We haven't the faintest idea 
of what the rate or price should 
be, we might bettter throw the 
thing on to a free market so that 
we can get some sense of the 
price or value from that”; they 
refuse to admit their lack of fore- 
sight and go along a route of pre- 
suming to know certain things 
that they don’t know a damn thing 


about. Then they sound off loudlys|- 


letting on that they do know: 
They project the pegged rates or 
pegged prices into the-.scheme, 
which they have at the time: the 
power to control and the damage 
gets under way. The black mar- 
kets get under way, or the local 
or international “wise guys” move 
in with a system to take advant- 
age of the difference between the 
pegged rate and the rate that is 
real from the standpoint of the 
law of supply and demand. 


In all of these experiments I 
never have seen it to fail that 
where a pegged rate. or price: is 
picked out of the air-and: estab- 
lished to govern commercial oper- 
ations, it has the immediate con- 
sequence of stalling the market 
or in some way or other interfer- 
ing seriously with the free move- 
ment of goods or thestraasfer of 
funds, meaning principally the 
payments of debts. In other beep 
I yet have to observe. durig<a 
these years a_ single+.¢éexample 
where the law of suppky and de- 
mand failed to work. If a priee, 
is put on an article of comméree 
that the public considers-teoshigh, 
the public won't buy it at that 
price. If the price is too low, the 
producers or merchants will not 
produce it or offer it to the pub- 
lic at the price that is too low. 
In other words, again I repeat 
that I have never seen any new 
formula projected by anybody 
anywhere in the world that is con- 
trary to the law of supply and de- 
mand that ever worked. This 
whole long list of experiments to 
upset these laws during the past 
thirty years has provided a long 
list of dismal failures. 


The Bunk of Inflation Control 


Meantime, we have been putting 
up with a deluge of words poured 
into the public prints and over 
the radio fiercely prescribing one 
quack proposal after another for 
preventing inflation by pegging 
prices. Many of the speakers and 
writers talk as though men had 
just discovered these problems of 
how to earn their bread and live 
reasonably in peace with one an- 
other. Utter contempt is shown on 
every hand for the economic les- 
sons of history, particularly in the 
field of inflation and money and 
prices, for the laws of economic 
behavior, for the painful and 
priceless lessons learned by pre- 


vious generations of men as they 
sweated their living from this 
earth. In 1847 John Stuart Mill 
described these abuses of govern- 
ments: 


“When gold and silver had 
become virtually a medium 
of exchange, by becoming the 
thing for which people gener- 
ally sold, and with which they 
generally bought, whatever 
they had to sell or to buy; the 
contrivance of coining obvi- 
ously suggested itself. By this 
process the metal was divided 
into convenient portions, of 
any degree of smallness and 
bearing a recognized propor- 
tion to one another; and the 
trouble was saved of weighing 
and assaying at every change 
of possessors, an inconven- 
ience which on the occasion of 
small purchases would soon 
have become _ insupportable. 
Governments found it their 
interest to take the opera- 
tion into their own hands, 
and to interdict all coining 


only one which -would have 
been relied on,--a_ reliance 
however very often it il! de- 
served; profligate govern- 
ments having until a very 
modern period seldom scru- 
pled, for the sake of robbing 
their creditors, to confer on 
all other debtors a license to 
rob. theirs, by the shallow 
and impudent artifice of low- 
ering the standard; and that 
least covert of all modes of 
knavery, which consist in call- 
ing a shilling a pound, that a 
debt of a hundred pounds may 
be: .cancelled by the payment 
of a hundred shillings. It 
.- would. have been as simple a 
plan, and would have an- 
swered the purpose as well to 
have enacted that “a hun- 
dred” should always be in- 
terpreted to mean five, which 
would have effected the same 
reduction in all pecuniary 
contracts, and would not have 
been at all more shameless. 
Such strokes of policy have 
not wholly ceased to be rec- 
ommended, but they have 
ceased to be practiced; except 
eccasionally. through the me- 
dium of paper money, _ in 
which case the character of 


the transaction, from the 
greater obscurity of the sub- 
ject, is a little less bold- 
faced.’’* 


Since..we.went off gold in 1933, 
Four. gevernment has been under- 
ftaking the most revolutionary 
changes and the most revolution- 
ary_ experiments in the use of 
pmoney* and the control of money 
Pas a’-means of financing. These 
changes are based continually on 
new ‘ideologies in monetary prac- 
tice. How tragic that these ideol- 
ogies are not held up more defi- 
nitely against a background of 
experience and observation be- 
fore they are enacted into Gov- 
ernment decrees that controvert 
economic laws. These experiments 
have precipitated many countries 
into economic disaster in the last 
quarter of a century. It is about 
time for-us to stop, look, and listen 
before we plunge further into any 
new monetary experiments that 
threaten to precipitate us into 
economic shambles. 


Supply. and demand are the 
great economic regulators that ad- 
just all economic values in free 
markets. 


The Law of Supply and Demand 


The effect of Price on Supply 
and Demand: 

The supply of a commodity is 
proportional to the price, and the 
demand for a commodity is in- 
versely proportional to the price; 
that is, the supply rises as the 
price rises, and the demand rises 
as the price falls. 


The Reactions of Supply and 
Demand on price: 

The price of a commodity is 
proportional to the demand for 
such a commodity and inversely 
proportional to the supply; that 
is, the price rises as the demand 
rises, and falls as the supply 
rises. 

Further, the price of a commod- 
ity is proportional to the supply 
of money and inversely propor- 
tional to the demand for money; 
that is, the price of a commodity 
rises as the supply of money 
rises, and the price of the com- 
modity falls as the demand for 
money rises. 

The price of anything is an in- 
dex of its value in relation to 
something else or to other things 
of value. These things not only 
must be necessary, desirable, or 
attractive, but they must be the 
products of our human braing, 
labor, and accumulated surpluses 
of labor (capital and brains). It 
was found through many genera- 
tions of experience with trading 
in international commodities such 
as wheat and cotton most practi- 





* Principles of Political Economy 


cable to price these commodities 
in terms of gold. 

Currency issued by govern- 
ments, and credit projected by in- 
dividuals and institutions, includ- 
ing governments, created a sup- 
ply of pieces of paper which said 
in effect, ““‘We promsie to pay on 
demand, or at some time in the 
future, so many grains of ounces 
of gold, for value received.” These 
pieces of paper were put into cir- 
culation and served as money, 
which furnished a means of in- 
dexing values, or establishing 
prices for the exchange of goods. 
They were cailed paper money. 


Prices eventually expressed 
themselves in terms of gold. Paper 
money prices coincided with gold 
prices when there was unqualified 
confidence that the currencies and 
credits were redeemable in gold. 


Paper money prices fluctuated 
in relation to gold prices inversely 
with variations in the confidence 
prevailing that the paper was re- 
deemable at par in gold. As the 
probability of redemption in- 
creased, the paper money prices 
were more nearly like gold prices. 
On the other hand, as the prob- 
ability of redemption at par de- 
creased, the gap widened between 
paper money prices and gold 
prices for the same commodities. 

Obviously the amount of gold 
that provided the substance for a 
circulation of currency and credit 
was the principal factor affecting 
the probability of redemption. 
This. probability of redemption 
was proportional to the amount of 
gold, and inversely proportional 
to the amount of currency and 
credit. 

The real price of a commodity 
depends on the supply and de- 
mand for that commodity and 
the supply and demand for gold. 
The paper money price of a com- 
modity depends on the-gold price 
and the probabilities of the re- 
demption of the paper money at 
par in gold. Since 1914, I have had 
a front row seat at many of the 
exhibitions in panorama of va- 
rious governments throughout the 
world, including my own in put- 
ting on the paper money-inflation 
show. All of the scenes have fol- 


lowed a similar pattern. 
We are already in .the tragic 
climax. 


While there is still time to avoid 
further tragedy, I hope my coun- 
try will lead the way out. 

Gold, throughout the ages, has 
served usefully as a medium of 
exchange and a foundation for 
eredit, particularly when paper 
money has come to a bad end. 


Return to the Free Gold Standard 


Let us consider now some of the 
things we have to do to find our 
way back to sound money: and 
some of the things we must do to 
halt the rise in prices, and pre- 
vent a disastrous inflation. 

First, we must cut down our 
extravagance and expenses in our 
national economy and stop in- 
ereasing the supply of paper 
money of whatever kind, whether 
it is in bonds or currency or gov- 
ernmental contractual obligations. 
Any commitment of any kind or 
any undertaking by the Govern- 
ment of any kind that increases 
its obligations financially has a 
way of interpreting itself sooner 
or later into bonds and then fi- 
nally into paper money. We must 
cut down the trend toward the 
increase in the supply of paper 
money, or we are just talking 
through our hats when we talk 
about preventing further infla- 
tion. 

The second general thing we 
have to do is to find our way back 
to the gold standard. I am not 
going to suggest that we move 
back on the gold standard we 
had in 1933 when our paper money 
was valued at $20.67 for an ounce 
of gold. I haven’t the faintest idea 
of what rate we should take at 
the present time for converting 
gold into paper money and con- 
verting paper money into gold. I 











by private persons; indeed, 
their guarantee was often the 
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such 2s Egypt, for example, the | 
American paper dollar is quoted 
at about $64.00 an cunce for gold. | 
Here again, i would suggest that| 
we refrain from having any pre- 
sumption ait all that anybody can 
put his finger on what the value 
of our paper dollar should be in 
terms of gold. 

But the fundamental fact re- 
mains that we must find our way 
back to a Free Gold Market— 
on some realistic basis that will 
{it the facts. 

We can learn much from history 
and experience that will help us. 
Again I quote from John Stuart 
Mill: 

“In order that the value of 
‘the currency may be secure 
from being altered by design, 
and may be as little as pos- 
sible liable to fluctuation from 
accident, the articles least 
liabie of all known commodi- 
‘ties to vary in their value, 
the: precious metals, have 
been made in all civilized 
countries the standard of val- 
ue for the circulating medi- 
um; and no paper currency 
vught to exist of which the 
‘value cannot be made to con- 
form to theirs... . 

“Tf therefore, the issue of 
inconvertible curreney were 
-subjected to strict rules, one 
rule being that whenever 
-bullion rose above the mint 
price, the issue would be con- 
tracted until the market price 
.of bullion and the mint 
.price were again in accord- 
ance, such a currency would 
not be subject to any of the 
evils usually deemed inher- 
ent in an inconvertible paper. 

“Although no doctrine in 
political economy rests on 
more obvious grounds than 
the mischief of a paper cur- 
rency not maintained at the 
same value with a meitallic, 
either by convertibility or by 
some principle of limitation 
equivalent to it; and although 
accordingly, this doctrine has, 
though not till after the dis- 
cussions of many years, been 
tolerably effectually drum- 
med into the public mind; 





yet dissentients are still 
numerous, and projectors 
every now and then start up, 
with plans for curing all the 
economic evils of society by 
means of an unlimited issue 
of inconvertible paper. There 
is, in truth, a great charm in 
the idea. To be able to pay 
off the national debt, defray 
the expeuses of government 
without taxation, and in fine, 
to make the fortunes of the 
whole community, is a bril- 
liant prospect, when once a 
man is capable of believing 
that printing a few characters 
on bits of paper will do it. 
The philosopher’s stone could 
not do more.”’+ 
In conclusion, I suggest that we 
return to a free gold market in 
order to avoid further disaster of 
paper money inflation. The law 
of supply and demand works in 
money and ecredit as well as in 
other markets in a free economy. 
A free gold market where anyone 
can buy and sell gold for United 
States dellars should be opened 
and the demand for gold would 
determine the price. Likewise, 
the paper monies of all other 
countries should be allowed to es- 
tablish their real values in a free 
market for gold in New York. 
This free market for gold would 
quickly register the true values 
of paper monies as no managed 
system of exchange rates can 
ever do. 


Such a free gold market would 
register the values of foreign cur- 
rencies in American dollars, set 
the currency values of interna- 
tional obligations, and clear the 
way for freedom of trade in raw 
materials and manufactured goods 
in the international markets. Free- 
dom of international trade can 
never be accomplished with regi- 
mented and uncertain rates of 
exchange and quota regulations. 
A free gold market in the United 


States would make way for multi-- 
lateral trade throughout the world. 





+ Principles of Political Economy 
by John Stuart Mill. Fifth Lon- 
don Edition, Vol. II, p. 91-94. 





Rising Prices Chief Threat to 
Economic Stability: Steelman 


(Continued from page 1778) 


Total production of private in-| 
dustry has moved ahead to a new | 
peacetime high. and now stands| 
at an annual rate of about $172) 
billion. Durable goods are still | 
lagging in some cases, but a steady | 
and increasing flow of finished | 
goods is reaching the market and | 
will continue if we have a period | 
of industrial peace. 


Our Prospecis 

Any analysis of our present 
posi icn, any look into 1947, must 
necessarily be made with prices 
as a big question mark after every 
conclusion. Nevertheless, business, 
labor, and Government must ex 
amine all available facts as a 
guide to policies and act.ons in 
the coming months. 

Expressed in simple terms, the 
questions to be asked are these: 


increase in the next 6 to 9 months? 


Can it increase enough to match 
the demand made effective by 
current income buttressed by past 
Savings? 

Will demand remain at its pres— 
ent level; w-ll it increase, as pro-— 
duction increases, to provide a 
steady market for full production? 

Will business continue to main-— 
tain a high level of investment? 


Preductien fer Peace 

‘'The three main types of pro- 
duction should be looked as sep- 
arately: 

. (1) Services, food, clothing, and 
other consumer non-—durables;: 

(2) Housing and consumer dur- 

ables; 





' ful 


(3) Non-residential construction 
and producer durables. 

The first group—services, food, 
and other non-durable consumer 
goods combined—have been pro 
ducing during 1945 and 1946 ata 
rate exceeding anything we have 
ever before known. While there 
will be some increases in cate 
gories such as clothing, it is doubt 
if a large total increase in 
these goods and services will be 
possible within the next several 
months. 

The output of producer durable 
goods rose from an annual rate of 
$5.2 billion in the first quarter of 
1945 to $11 billion in this -past 
quarter. Some increase is likely 
but none of great magnitude. 

Non-residential construction is 
being curtailed by the housing 
program. It cannot be expanded 
until after the critical housing 
needs have been more nearly met. 

Production of consumer durable 
goods and of housing, however, 
which have more than doubled 
since VJ-day, can continue to 
climb. The process of organizing 
the production flow. for high vol- 
ume is almost completed. The re- 
sult should be a steady and ex- 
panded flow of finished goods, al- 
though it is not likely that we 
shall produce at capacity levels 
until next year. 

How far we can continue to ex- 
pand total production of all goods 
and services in the immediate 
future depends largely on indus 


trial peace and the limitations of 





our basic industries and raw ma- 
terials. 


The Longer-Range Outlook 


At the present time, the high 
levels of business investment and 
consumer expeditures are still 
strong inflationary pressures. De 
mand in general is greater than 
supply. But as the nation’s in 
dustrial machine becomes fully 
organized for peacetime produc 
tion, business spending for inven 
tory accumulation will decline. 
The increased flow of consumer 
durable goods, especially at pres 
ent high price levels, will require 
consumers to increase their total 
expenditures far above even their 
current high levels if the goods 
are to be sold. 

For the present, Government 
policies are coordinated and di 
rected toward increasing produc 
tion on the one hand and reducing 
total demand on the other hand. 
But if consumer spending or busi- 
ness spending should falter, due 
to continued price increases, de 
clines in the stock market, or 
psychological factors, the govern— 
ment must be prepared to read-— 
just its policies to promote an in-— 
crease in consumption. 

The first and most salutary 
action to arrest a decline could 
be taken by business itself in 
reducing prices—wherever pos- 
sible—without reducing wages. 
There can be no doubt that in 
some industries the profit posi- 
tion is such that prices could be 
reduced and profits still be 
maintained at a_ satisfactory 
level. This will be even more 
true in the coming year as vol- 
ume.increases and unit costs 
come down. 


Government would also have to 
be prepared to take appropriate 
action. Resumption of needed 
construction activities by Federal 
agencies would be an important 
measure to increase total wage 
and salary payments and stimu- 
late business investment. For this 
reason, public works should be 
blueprinted and ready to go, even 
during the present period of sharp 





construction cutbacks. Tax and | 
other fiscal policies would also re-— | 
quire reexamination and readjust 
ment. In any areas of the econ- 
omy where monopolistic practices 
block the downward readjustment 
of prices by stifling competition, 
the government should take vigor-— 
ous action. 


Must Continue to Fight Inflation | 


Whatever the outlook for the 
coming year may be, during the 
rest of this year at least we must 
continue to fight inflation with 
every weapon at our command. 
Unless and until there is a clear 
indication of a downturn, we must 
certainly not reduce taxes. An 
all-out emphasis on production of 
finished goods and on preventing 
a further increase in prices is the 
task immediately before us. 


Real Wages Decreased 


It is thus evident that, while 
average wage rates have increased 
by a substantial amount, the 
money which the average working 
family has to spend per week has 
decreased since VE-day. With the 
rise of 11% in the prices of con-— 
sumers goods between April, 1945 
and July, 1946, real weekly earn 
ings have decreased that much 
further. In comparison with 1941, 
greatly increased personal income 
taxes paid by workers constitute 
another significant factor. 

This downward trend in real 
wages should and will be reversed. 
Basically the only cure lies in the 
output of more finished goods 
and services. Any significant de— 
cline in production, however 
caused, must necessarily reduce 
real wages of the workers of this 
country, and a general round of 
large wage increases now can ben— 
efit only special groups, and in 
general do so at the expense of 
fellow—workers throughout the 
nation. 


Wage stabilization is a counter— 
part of price stabilization. Present 
policies represent a considerable 





relaxation from wartime controls. 
The situation is under constant | 
study, and the Advisory Board of ' 


OWMR has been asked to consider 
the subject of wage stabilization, 
along with other stabilization 
problems. However, it cannot yet 
be determined whether there will 
be any major changes in present 
policies prior to the ultimate 
eer of government con~- 
rols. 


Fiscal and Monetary Controls 


The construction of the scope of 
the Office of Price Administra— 
tion throws a new weight of re— 
sponsibility on fiscal and mone- 
tary methods of controlling infla- 
tion. 

The principal fiscal weapon 
against inflation is, of course, an 
excess of the government’s cash 
receipts over its cash expendi- 
tures. The fundamental cause of 
the present inflationary pressures 
was the substantial excess of gov- 
ernment expenditures over gov-— 
ernment receipts dur:ng the war 
period. This excess of expendi- 
tures was, of course, necessary to 
win the war. This objective nat-— 
urally had to transcend all others. 
It had been anticipated from the 
beginning, however, that fiscal 
and monetary measures would oc-— 
cupy an increasingly important 
position in the control of infla— 
tionary pressures as the transition 
from wartime to peacetime condi- 
tions proceeded. 


As the liquidation of the ex-— 
penditures arising from the im-— 
mediate aftermath of the war has 
proceeded, the government has 
been able to throw the weight of 
its fiscal transactions in the direc-— 
tion of combating inflation. 

In his mid-year review of the 
Federal budget for 1947, the Pres— 
ident announced that he antici-— 
pated a cash surplus of $2.8 billion 
at the end of the fiscal year. This 
compares with a cash deficit of 
$16.8 billion in the fiscal year 
1946 and of $45.8 billion in the 
fiscal year 1945. 

The anticipated cash surplus of 
the Federal Government for the 
present fiscal year will exist even 
though there is a budget deficit 


(Continued on page 1820) 
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Achievement 


Every motor car, truck, tractor, and airplane built in the United 
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States this year—and for years to come—will embody products built 


by Eaton, and reflect Eaton research and engineering developments. 


Among Eaton “firsts” are such fundamental advancements as the 


2-speed truck axle, the sodium cooled aircraft valve, the hydraulic 


valve lifter, and permanent mold gray iron castings. Other Eaton 


products include leaf and coil springs; rotor pumps; stampings; 


spring lock washers; automotive heater-defroster units; snap, bear- 


ing, lock, and retainer rings; cold drawn wire; Dynamatic dyna- 


-mometers and drives. 


— 
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MANUFACTURING COMPANY 


General Offices: CLEVELAND, OHIO 
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Rising Prices Chief Threat to 
Economic Stability: Steelman 
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estimated at $1.9 billion. The dif- 
ference between these two 
amounts arises out of the fact that 
some items (such as_ terminal 
leave bonds) are counted as “bud-— 
get expenditures” this year, al- 
though they will not require any 
cash payments until some future 
year. 

The current high rate of gov- 
ernment spending is a direct re- 
sult of the war. Federal budgetary 
expenditures in fiscal 1947 will 
total approximately $41.5 billion. 
More than 44% of this amount 
represents expenditures for the 
national defense, and an additional 
41% is for veterans’ benefits); in— 
ternational finance, interest 
charges on the public debt, and 
other purposes arising out of: the 
war. In the fiscal year 1940, on 
the other hand, total expenditures 
were only $9.1 billion, of which 
19% was for nationai defense and 
an additional 18% for veterans 
and for interest on the public debt. 

In order to curtailexpenditures 
as much as possible’ the President 
has directed the heads of the 
executive departments and agen- 
cies to effect every possible econ— 
omy. He instructed the Secretaries 
of War and Navy to reduce their 
contemplated spending in the fis- 
cal year 1947 by $1.65 billion and, 
in addition, “to examine the feas— 
ibility of still further reducing the 








military programs without im- 
pairing national security and the 
ability to fulfill our international 
commitments.” Likewise, the 
Chairman’ of the Maritime Com- 
mission was requested to halve 
the expenditures for the current 
program of new ship construction, 
effecting a saving of $60 million. 
Federal agencies also were di- 
rected to curtail public works ex- 


penditures, and in some cases spe- 
cific limitations were placed on 
certain programs. 

The .President’s recommenda-— 
tions will result.in some easing of 
the _ inflationary” pressures not 
ohly by reducing the amount of 
money spent by the government, 
but also by making more scarce 
materials available for private 
use. For example, the curtailment 
Or postponement of Federal pub 
lic works construction at this time 
will make more building mate— 
rials available for the Veterans 
Emergency Housing Program. The 
elimination of government com-— 
petition from the market for 
scarce commodities should help in 
easing upward price pressures on 
those goods. 

President Truman’s Comment 


President Harry S. Truman on 
Oct. 3, following the release of the 
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Consider this Short Term 
INVESTMENT OPPORTUNITY 


CONSOLIDATED DEBENTURES 


of the Federal 


intermediate 


credit banks afford a desirable medium for temporary employ- 


ment of surplus cash balances. Offered for subscription at regular 


intervals, they are issued in denominations ranging from 


$5,000 to $100,000, with maturities of six to twelve months. 


Eligible as security for various fiduciary, trust and public funds, 


such debentures are authorized under the Federal Farm Loan 


Act, as amended. They are exempt from state, municipal and 


local taxes, also being legal investment generally for insurance 


companies, savings banks and similar institutional purchasers. 


“KY 


These obligations are obtainable through recognized dealers and dealer 


banks. Inquiries may be addressed to 


CHARLES R, DUNN, Fiscal Agent 


31 Nassau STREET 


New York 5, N. Y. 


THE FEDERAL INTERMEDIATE CREDIT BANKS 


SPRINGFIELD, MASS. 
BALTIMORE, MD. 


COLUMBIA, S. C, | ST. LOUIS, MO, 
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LOUISVILLE, KY. 
NEW ORLEANS, LA. 


ST. PAUL, MINN. 
OMAHA, NEB. 
WICHITA, KAN, 


HOUSTON, TEX. 
BERKELEY, CAL. 
SPOKANE, WASH, 
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Quarterly Report of John R. 
Steelman, Reconversion Director, 
issued the fol- 
lowing state- 
ment: 

I have read 
Mr. Steelman’s 
report on re- 
conversion 
with interest. 
It shows that 
we are driv- 
ing steadily 
toward peace- 
time prosper- 


ity. 
Yet I should 
like to em- |s{@.. 
phasize the President Truman 


sober note of 

warning 

sounded in the report. We still 
have an important battle to win— 
the -battle of stabilization—before 
we can honestly say we have com- 
pleted successfuly the transition 
from war to peace. And as we all 
know, -the last battle in any war 
is the decisive one. 

Every American can be proud 
of-what we have done so far. Here 
are some of the milestones of the 
nation’s - progress: 

Employment—Of our total labor 


force of-60 million, 58 million have | 
For ‘most of the 2 million 


jobs. 
who are looking for work, the pe 
riods of unemployment are short, 
and in most cases unemployed 
workers draw compensation while 
they are looking for new jobs. 





tion’s history, in spite of the fact 
that in some important industries 
they are still lagging. Income 
payments to individuals are also 
the highest in. total they have 
ever been. Farm income, too, is 
at record levels. 

Consumer spending is high—the 
public is spending at the rate of 
$126 billion a year for consumer 
goods and services, more than 20% 
over the war peak, and more than 
60% over the pre-war peak. 

Production—Since V-—J day, to- 
tal production of goods and ser- 
vices by private industry has 
moved steadily ahead, and has 
now reached the annual rate of 
$172 billion. Making allowances 
for increased prices, consumer 
non-durables such as food and 
clothing are still being produced 
and sold at a very high level. 

Good progress has been made 
in the production. of many con 
sumer durable goods—we have 
already surpassed 1940 or 1941 





production levels in the case of 
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electric irons, vacuum cleaners, 
passenger and truck tires, electric 
ranges, washing machines, radios 
and trucks and buses. The pro- 
duction curve of * refrigerators, 
passenger automobiles, gas ranges 
and sewing machines is rising, 
and during the next few months 
we should have an increasing flow 
of these and other finished goods. 

All this adds up to a splendid 
achievement. But we must not 
pause to congratulate ourselves. 
A difficult struggle lies before us. 
We must do our utmost to keep 
industrial peace, to maintain pro- 
duction at present levels where it 
is high, and to spur it to higher 
levels where it is lagging. 

I hope every business man, 
worker, farmer and consumer will 
take to heart this sentence from 
Mr, Steelman’s report: “An all- 
out emphasis on production of 


finisheé-goods. and: on* preventing 
a further in¢rease-in prices is the 
task immediately sbefore us.” 





Are We Facing a Permanently — 


Higher Price Level? 


| enced by the war-created infla- 
| tion that was frozen into the eco- 
| nomic structure. All of the clues 
| indicate thatthe inflation poten- 


Veterans—Ten million veterans | tials created in World War II are 


are gainfully employed today, 
compared to only 2 million veter 
ans at work on V-J day—a gain 
of 8 million jobs for veterans in 
one year. 

But the total of unemployed 
veterans is still higher than any 


of us likes to see it—about 900,000, 


or almost half of the total of un 
employed. It is the nation’s re 
sponsibility to see to it that veter- 
ans looking for jobs get satisfac 
tory employment at the highest 
level of their skills and at good 
wages. 

More than 800,000 veterans are 
enrolled in college this fall and 
are receiving the education their 
country promised them under the 
“G. I. Bill of Rights.” 

More than 350,000 dwelling 
units have been completed and 
are ready for occupancy under the 
veterans’ emergency housing pro 
gram. This record is creditable, 
but we are going to make it bet-— 
ter. The reconversion agencies are 
doing their utmost to speed up the 
construction of veterans’ housing 
of all types. 

Income and Consumer Spend 
ing—Business profits, after taxes, 


are at an all-time high in the na- 


even more powerful than those of 
the earlier catastrophe. 
| Since a war does develop infla- 
tionary forces and since these 
| forces must have a vital influence 
on the economy for a considerable 
number of years, it is advisable 
|that this subject be thoroughly 
understood; a failure to under- 
| stand it in the early twenties was 
|a costly error. It is obvious that 
| it is not understood in numerous 
|quarters at the moment. 
| 

Increased Money Supply 
| Frozen In 


| Some writers prefer to tackle 
'this subject..via the quantity- 
theory-of-money route. It is a 
| fact that there has been frozen into 
'the credit structure a huge in- 
'crease in the supply of money. 
|The total of bank deposits plus 
money in circulation is about 
'three times the supply of money 
|'which existed in 1937. It is un- 
| likely that there will be any ma- 
terial decline in this supply unless 
/one can foresee a substantial re- 
‘duction in the federal debt, or 
‘at least that portion of it that is 
/now financed by the banks. It 
seems more likely that there will 
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be a further inerease as bank loans 
of all types more normally reflect 
the. effects of higher commodity 
prices and the higher 
business activity. 

incidently, there is some discus 
sion indicating a current shortage 
in the supply of money and credit. 
These intricate details can all be 
boiled dewn to one simple fact: 
the sensitive measuring stick of 
the relationship of money supply 
to demand-—the interest rate—re- 
mains at a relatively low level, 
thus indicating a plethora of 
funds. 

Rather than lead the theme of 
this subject through the intrica- 
cies of money theory, however, it 
seems to this writer that more 
goed may be accomplished by us- 
ing conditions and terms that are 
familiar to the average person and 
can be readily understood. Let us 
first examine the causes that will 
influence commodity price levels 
and then try-to determine the 
effects. 

Often there is a tendency to 
think of commodity price aver- 
ages only in terms of farm prod- 
ucts. Manufactured products are 
also a very important component, 
and, for reasons that will be ap- 
parent later on, it is more logical 
to consider these items before tak- 
ing up farm commodities. Con- 
sider any manufactured product 
and try to determine what part 
of the price is not a labor cost. 
As is well known, the profit fac- 
tor is only a small percentage of 
the selling price; the relatively 
unimportant interest charges do 
not include the labor factor, nor 
does a_ portion of depletion 
charges. However, labor makes up 
practically every other component 
of cost, including semi-processed 
materials purchased, fuel, rent, 
depreciation (the last two are 
merely the amortization of a cap- 
italized labor cost), as well as the 
wages and salaries that go di- 
rectly or indirectly into the pro- 
duction and distribution process. 
(How foolish it was to conténd 
that wages could be raised 25% 
without raising prices! ) 


Labor Costs 


Once we have recognized the 
major importance of labor costs 
as a factor in determining prices, 
we must examine the labor prob- 
lem to find out wherein this com- 
ponent has changed materially. in 
recent years. In contrast with 
prewar periods, either by law or 
by labor union fiat, we have 
frozen into our structure mini- 
mum wages, straight-time hourly 
wage rates about 65% higher than 


1939-40, holidays and vacations 


with pay, longer rest periods, 
health and welfare benefits, lim- 
itations of productive activity and 
“feather - bedding” in various 


level of 
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forms. One does not have to be 
a mathematician to realize that 
all labor costs have increased very 
substantially over prewar years, 
and there ‘s very little likeli-_ 
hood of a noticeable decline un 
less it develops in the next great 
depression—which is unlikely to 
materialize uritil the supply of 
goods and services (including la- 
bor) is noticeably in excess of de- 
mand. This labor cost factor, to- 
gether with the consequent higher 
dollar purchasing power, should 
be responsible for freezing into 
our commodity price structure 
an increase over prewar years at 
the very least comparable with 
the 45% gain that followed World 
War I and held through most of 
the ‘twenties. As a matter of fact, 
the increase should be even great- 
er because, at the present time, 
ihe labor forces are fully em- 
ployed, unions are stronger, and 
ihe social and political factors are 
more propitious, 


Farm Price Insurance 


Now let us turn to the farm 
commodities. Under a federal law, 
the government is bound to see 
that the farmer obtains for his 
products a price which is at least 
90% of parity—the latter being 
the average price of the things 
that the farmer buys, primarily 
the manufactured goods discussed 
above. This law will remain in 
effect for two years after the end 
of the first calendar year during 
which the. President shall pro- 
claim that the war emergency has 

n terminated. Political pres- 


‘sures are such that: the legislation 


is more likely to be extended than 
terminated at the end. of the two- 
year period. 

It will be -see, :therefore, that 
farm commodity prices have a 


‘rigid floor at 90% of parity, re- 
‘gardiess of the size of crops or 


any supply and demand retation- 
ships. Parity, in turn, will hold 
at a level much higher than pre- 
war because of the labor cost fac- 
tor. Hence, one cannot anticipate 
the catastrophic declines that took 
place in farm commodity prices 
in the 1920-21 period. It is true 
that present prices of some farm 
commodities are a fair distance 
above the 90% of parity level, and 
to the extent that supply and de- 
mand factors may warrant it, such 
prices could recede to the fixed 
jevel. But even so, when such 
prices are woven into an average, 
along with the prices of manu- 
factured products, the extent of 
the decline in the over-all com- 
modity price average would be 
small indeed when compared with 
the 1920-21 figure. Again we come 
to the conclusion that the level 
of commodity prices for quite a 
few years is likely to hold a gain 
over the prewar period at least 
as great as the 45% gain that pre- 
wailed during the 1920’s. 


Effects 


Now let us consider some of the 
effects. Not only are these im- 
portant, but there are many in- 
dications that they are not fully 
appreciated. If a corporation’s 
anit volume of business is ex- 
actly the same as in some prewar 
year, its dollar sales would be at 
jeast 45% higher. If plant invest- 
ment is at prewar cost, the doilar 
sales in relation to dollar invest- 
ment would be at least 45% 
higher. Depreciation charges as a 
percentage of sales would be 
much lower until such time as 
the capital investment reflected 
the new higher costs. Interest 
charges would be a lower per- 
centage of sales if the dollar 
charge remained unchanged. 


A fixed percentage mark-up in 
setting selling prices would result 
in a larger dollar margin, and for 
the many companies who tradi- 
tionally use this method, the dol- 
Jar earnings would show a very 
sizable gain. 

A new competitor would have 
to invest at least 45% more capi- 
tal than the organization whose 
plant'was based on’ prewar costs. 
His depreciation. charges would 


e ” 


be much higher. 


competition unless he is assured 
that the particular trade involved 
has profit margins wide enough | 
to permit him a reasonable return | 
on his new capital. In addition, | 
the present operator would not 
expand his facilities unless he, | 
too, is attracted by the profit mar- | 
gin probabilities. It would seem, | 
therefore, that the competitive 
factors, i. e. increased production | 
and distribution facilities, will 
not increase until such time as 
present operators are obtaining an 
attractive return on their various 
businesses. 


Technological Advances Slow 


Over the longer term, techno- 
logical advances will tend to de- 
crease labor costs and prices, but 
this process is comparatively slow 
when considered as an influence 
on the broad economy. Further- 
more, over’a period Of time; the 
tight labor situation may ease to 
a sufficient extent to permit an 
improvement in labor efficiency— 
less absenteeism and less labor 
turnover, and more labor interest 
in the job. These improvements, 
however, are not likely to offset 
the other increased labor costs for 
a long time to come. 


Economic laws in actual prac- 
tice represent nothing more than 
common sense coupled with rigid 
justice. This has been true ever 
since the day of the caveman, and 
will continue true as long as 
human nature contains so many 
degrees of good and bad qualities. 
If it is rigidly decreed that a 
person can obtain $20 a week for 
doing nothing, then the other fac- 
tors in the economy are likely to 
adjust themselves toward the end 
where the $20 buys nothing. If 
political selfishness decrees that 
the farmer obtains more than his 
dollar proportion of the total 
economy then the inexorable laws 
of economics will operate so that 
the other factors will restore the 
proper relationship. The same 
applies to labor, management, 
politics, and any class or group 
that one chooses to consider. 


The Impact on Securities 


From a security viewpoint, we 
must logically try to determine 
whether the inflation which has 
so obviously been frozen into the 
structure will carry down to cor- 
porate earnings, dividends and 
stock prices. As pointed out 
earlier, present business concerns 
will not expand facilities or at- 
tract competition unless there is 
promised an adequate return on 
new capital investments. Normal 
growth trends, to say nothing of 
present pent-up demands, then 
will create a condition of under- 
supply, with a consequent up- 
ward pressure on prices and prof- 
its margins. It would seem, 
therefore, that sooner or later the 
inflationary factors must be re- 
flected in earnings and dividends, 
and with an ample supply of credit 
there is no reason why these high- 
er operating results should not 
carry through to equity prices. 

It must be remembered that 
corporate profits represent a mi- 
nor percentage of total national 
income (5.6% in 1945 versus 
71.2% for compensation of em- 
ployees). Excessive demands of 
labor, therefore, can never be 
satisfied by wiping out the profit 
margin. As a matter of fact, cor- 
porate profits could show a ma- 
terial percentage increase without 
noticeably altering the percentage 
ratio of this item to the whole 
economy. Even if corporate earn- 
ings were to continue last year’s 
unusually low proportion of na- 
tional income and if national in- 
come dropped 10% from present 
levels, corporate earnings would 
still approximate the 1941 level, 
which was 115% higher than 1937, 
17% higher than 1929, and 147% 
higher than the 1936-39 average. 

It is not the purpose of this dis- 
course to suggest that the above 





Furthermore, | 





\forces should have any marked 


influence on the immediate -ac- - 


tion of stock prices. Temporarily, 


of labor to work. The data is| 
presented to aid in the main- | 
tenance of a proper perspective 
of the inflation factor as it applies 
to long-term trends. There is too 
much skepticism about some of 
the dollar sales and earnings fig- 
ures, which are materially higher 
than anything registered prewar. | 
Such gains are not necessarily of 
a non-recurring nature. They are 
likely to be the rule rather than 
the exception. 

There are millions of investors 
whose positions remain static, | 


| year in and year out, and who) 
| worry in times like these about | 


the possibility that the prices of | 
their equities will not return to) 
higher than prevailing levels. The | 
inflationary factor presented here- 
in strongly suggests that the aver- 
age price is likely to exceed those | 
of the present by a material mar- | 


; } | gin, even though patience might 
he would not invest the increased|a strong set of fundamentals is| have to hold through periods of 


amount of capital to enter the| rendered impotent by the refusal} disturbance such as the present. 


In addition, the very fact that the 
inflation factor is present and will 
continue with us for a long time 
to come strongly 
cyclical low points in stock prices 
are likely to be much higher than 
anything that might be suggested 


/by mere historical precedent. 





Mitchell Trading Mer. 
For Homer O’Connell 


Joseph A. Mitchell has become 
associated with Homer O’Connell 
& Co., 25 Broad Street, New York 
City, as manager of the firm’s 
trading department. Mr. Mitchell 
was formerly railroad bond 
trader with Merrill Lynch, Pierce, 
Fenner & Beane. 


suggests that} 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 


has announced the following firm 
changes: 


W. Averell Harriman, General 
| partner in Brown Brothers Harri- 
| man & Co. became a limited 
| partner as of Oct. 1. 

Transfer of the Exchange mem- 
bership of B. Burnett Carson to 
| George Snedecor, Jr., will be con- 
| sidered by the Exchange on Oct. 
| 17. Mr. Snedecor will continue as 
|a partner of J. Robinson Duff & 
| Co. 
| Interest of the late Leonard B. 
Keiffer in Beer & Company ceased 
as of Sept. 30. 

Interest of the late Arthur E. 
Newbold, Jr., in Drexel & Com- 
pany ceased as of Sept. 3. 
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Inflation, Interest Rates and Investment Policy 


(Continued from page 1781) 
liefs, hopes, prejudices and ex-| 
pectations of those whose dealings | 
in the market make the price of | 
credit. And, to make the problem | 
even more difficult, we sometimes | 
have to make allowance for varia- | 
tions in the pattern of official | 
thought, since the markets for) 
money are not free from official 
intervention. 


In years gone by it was fashion- | 
able to believe that interest rates) 
were a casual factor of great} 
significance to the economy as a| 
whole, it being assumed that a 
rise or a decline in interest rates 
would have a virtually automatic | 
response in the future course of | 
business. Today, however, much | 
less weight is given to interest | 
rates as a determinant of business | 
and for our purposes here it prob- 
ably is better to go almost to the 
other extreme and assume that! 
movements in interest rates are! 
the result of changes in business,.| 
prices, monetary policy and a host | 
of economic, 
chological factors. 








Thus it is an essential first step | 
in a discussion of the outlook for | 


interest rates, to make some 
“suesstimates” as to the general 
shape of economic things to come. 
i have no illusion that it is pos- 
sible to do so with precision. 


Reconversion Outlook Obscure 
With respect to the reconver- 


sion period from which we have | 


not yet been able to extricate our- 
selves, it seems to me to be well- 
nigh impossible to predict how 
we shall break out of the current 
period of economic frustration or 
when we shall do so. The prob- 
lems involved are not easily 
solved, for we are faced with the 
necessity not only of reconverting 
the physical facilities of industry 
and business—a process which has 
been largely completed—but also 
of decontrolling the Washington 
restrictions on prices, production, 
Wages and profits, and of de- 
mobilizing some of the embattled 


political and psy-_| face 


elements of organized labor which 
have been carrying on intermit- 
tent warfare against industrial 
management by periodically 
blockading the key bottle-neck 
points in our economic organiza- 
tion. We have also to debunk 
some of the absurd notions about 
prices, profits, money, taxes and 
debt, which somehow gained ac- 
ceptance during the past 20 years 
of inflationary boom, deep de- 
pression and global warfare. Re- 
conversion in this sense has 
turned out to be a very difficult 
process, and there is a possibility 
that if it is delayed long enough 
we shall find ourselves engulfed 
in a wild price inflation followed 
by the inevitable bust. 


There is also an ominous pos- 
sibility that before the reconver- 
sion period has been completed: 
we shall face one of the most 
serious crises of our history. It 
seems incredible that this nation, 
with its brilliant record of pro- 
ductive accomplishment, should 
the threat of industrial 
paralysis at a time when domestic 
and foreign needs for our goods 
are so urgent. But that we can 
if labor organizations in 
| many comirunities and industries 
|simultaneously call out their 
| members at the key points in our 
| production, transportation and 
| distribution systems. In my view 
| the probabilities are against such 
|a development, although the pos- 
sibility will remain until by legis- 
lative or other means we achieve 
much greater stability in labor- 
management relations. 


Another cause for concern about 
the immediate prospect is the pos- 
sibility that the consumers’ dur- 
able goods industries may have 
been forced to price themselves 
out of their markets. Prices of 
such goods have risen substan- 
tially — due in part to higher 
wages, in part to higher raw ma- 
terials costs, and in part to de- 
ereased efficiency — to a point 
where many would-be consumers 
may justifiably feel that they 


| have, 
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cannot afford to buy. The picture 
of consumers’ income is not un- 
qualifiedly favorable. The reduc- 
tion in hours of work per week 
and in number of workers per 
family has reduced the weekly 
incomes of a substantial. number 
of our workers. Those who live 
on fixed incomes have had their 
gross cut by lower interest rates 
and their net reduced by higher 
taxes; and the purchasing power 
of what is left is lower because 
of the rise in priees. Farm profits 
have skyrocketed to -levels 
which it would be folly to assume 
would be possible to maintain for 
long. Many workers have had 
little or no increase in ddlar in- 
comes, while their cost of living 
has risen; they are not likely. to 
be purchasers of optional goods 
at higher prices. 


Government policies have’made 
the reconversion period more dif- 
ficult and more prolonged. than 
it needed to be. Restrictions on 
prices have curtailed production 
of many items of strategic impor- 
tance to other industries, and 
have prevented the importation 
of goods which cannot be obtained 
domestically. Government inter- 
vention ‘was expected to smooth 
the process of reconversion; it 
has, in fact, acted as a decellerant, 
There is thus a possibility that 
we will face a great labor crisis, 
that business will bog down un- 
der government red tape and find 
that its rosy estimates of post- 
war markets have been seriously 
deflated by the rise in prices. 


The immediate outlook is un- 
certain, but shall we accept the 
view—held by some—that we will 
never achieve full reconversion? 
My own feeling is that we are 
justified in assuming that the 
present phase of frustration will 
in time pass, for I am_convinced 
that the great majority of the 
American people believe in and 
want to perpetuate the private 
enterprise system; that they are 
guided by a sense of fair play 
which will enable us in=time to 
arrive at a basis for solving. our 
labor problems without long 
strikes which are costly alike to 
labor and business; that they 
recognize that industry must have 
prices sufficient to permit profit- 
able operation; that they are con- 
scious and proud of the fact that 
American business and labor pro- 
duced the goods which enabled us 
to win two World Wars and to lift 
the American standard of living 
to a point where it is the envy of 
the whole world. And I believe 
that the instinct toward produc- 
tiveness is so great in this coun- 
try that our people will not for 
long tolerate policies which keep 
the nation’s economic organiza- 
tion in low gear and hold back 
its economic progress. I believe, 
furthermore, that the people of 
this country are not economically 
iliiterate and that we shall be- 
fore long see electoral and legis- 
lative evidence of that fact. 

This is the basis for my assump- 


adopt a “wait-and-see”’ 


investment policy. 


Probable Characteristics of the 
Post-Reconversion Period 


the general economic climate will 


tion that in time we shall achieve 
a better balance in wage, cost and 
price relationships, get unnecessary 
governmental restrictions out: of 
the way, and settle down to a 
period of high production and: im- 
proved operating efficiency. We 
may have a long and rocky road 
to travel before we arrive at that 
state of affairs, but I am prepared 
to believe that we shall get there 
eventually. The outlook for, pro- 
duction, prices and employment 
during the reconversion period 
must remain obscure and I. think 
that instead of attempting to fore- 
cast what will happen we.sheuld 
policy. 
But the outlook for the: post-re- 
conversion period seems to me to 
offer somewhat clearer guides for 


In order to appraise the trend 


that we first try to picture what 


be, list the major economic char- 
acteristics of the period, and plot 
out a rough pattern of economic 
developments. And that is what 
I shall attempt to do. 


1.A High Level of Economic 
Activity 


- That we shall, when reconver- 
sion has been completed, witness 
a- period of high-level business 
activity as-compared with the 30s 
1s strongly suggested by the fact 
that American business has sev- 
eral vast new markets to develop. 
These markets are the outgrowth 
of a combination of circumstances 
largely associated with the war 
—the deferred demands of con- 
sumers everywhere which accum- 
ulated during the war period; the 
fact of accelerated family forma- 
tion, which provides a good solid 
market for housing and furnish- 
ings and. community facilities: and 
the needs of great sections of the 
world not only for relief and re- 
habilitation but what is more im- 
portant, to reinstate, to improve, 
to extend and to modernize their 
productive facilities. Another cir- 
cumstance of massive significance 
to the markets of the future is the 
fact that millions of our people | 
who were completely or partially | 
unemployed during the depressed | 
30s, were raised abruptly to the | 
middle income class during the | 
war years. These people now have 
a considerable stake in cash, de-| 
posits and. War Bonds, in addi- 
tion .te-the prospect of continued | 
employment at least during the 
next few years; hence, they are 
in a position to transform their 
wants into effective demands in 
the markets of the country. These 
demands are not likely to be- 
come effective until the cost-price 
readjustments of the reconversion 
period have been completed, but 
they are large enough to justify 
an optimistic appraisal of the 
post-reconversion business out- 
look. 


No less important than these 
vast markets to which I have re- 
ferred is the fact that we are in 
the midst of what, for lack of a 
better’ term, I have called the 
technological revolution. As a re- 
sult of the war, many technical 
advances were precipitated that 
might otherwise have taken years 
to emerge from our scientific 
laboratories. And far from being 
just isolated developments in the 
broad scope of productive enter- 
prise, these discoveries should 
find wide application in Ameri- 
can industry during the years 
ahead. New methods, materials 
and machines capable of creating 
entirely new industries and of 
revolutionizing costs and stand- 
ards of quality in others are 
awaiting exploitation, and this in 
turn should mean that the period 
of high-level business activity 
which appears in prospect should 
be a prolonged rather than a tem- 
porary one. 

Another factor which suggests 
that the stage; is being set for a 
period of high-level activity in 
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on businéss;.and-the clouds of war 
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of interest rates in the post-re- 
conversion period, it is essential 


the post-reconversion period is 
that many of the influences which 


pressed in the decade of the 30s 
seem. likely to be less effective. 
Then.our government had an anti- 
business complex, we were in a 
period of rapideconomic, social 
and political reform, which drove 
capital into the storm cellar, we 
were plagued with under-invest-. 
ment. and over-saving, which is 
highly deflationary in its effects 


were gathering. Today the out- 
look is far from clear but many 
of the militant reformers have 


the term radical is coming into 
disrepute, the urge for social, eco- 
-nomic and political reform is on 
the wane, and new investment in 
community 
facilities and housing promises to 
expand vigorously, which should 
time remove the threat of 
“over-saving.” And while the in- 
ternational picture leaves much to 


be desired, in many respects it Is 
not so ominous as it was in the 
pre-war period. 

We are, I think, justified in ex- 
pecting the level of production 
on the average in the post-recon- 
version period to be materially 
higher than it was in the dismal 
30s. 


2. Intense Competition 

Another characteristic -of the 
post-reconversion period and 
one which should be of the utmost 
significance to investors — is the 
probability that it will be marked 
by intensely keen competition. In 
the course of time, we are sure 
to move out of the condition of 
scarcity which has prevailed dur- 
ing recent years in many lines of 
goods, out of the lush period. of 
indiscriminate buying almost ir- 
respective of quality or price, to 
a condition of easier supply and 
multiple choices among qualities 
and prices of goods and services, 
—in short, from a sellers’ to a 
buyers’ market. 

teinforcing the normal tenden- 
cies in this direction will be the 
meny and highly significant tech- 
nical developments which have 
come out of the war period. New 
industries mean new competition 
for the consumer’s dollar. New 
techniques, materials and methods 
mean new low costs for those who 
take advantage of them. Presag- 
ing it from still another direction 
is the tendency apparent in many 
instances for business concerns to 
widen their fields of endeavor by 
entering lines of production, mer- 
chandising or service heretofore 
outside their spheres of activities, 
which means that they are new 
competitors of the old-line com- 
panies. In some fields of industry, 
the war period brought an ex- 
pansion of facilities to a point 
much beyond anticipated peace- 
time needs and doubtless we shall 
have more expansion in some 
lines than actual demands will 
support. Moreover, it has been a 
fairly common experience of 
American business, even where 
excess capacity does not exist, to 
find that the break-even point has 
risen materially above what it was 
a few years ago. In addition, for- 
eign competition can assuredly be 
expected to reassert itself in time. 
On the whole, it appears that the 
post-reconversion period will he 
marked by 
relatively low profit margins and 
a high rate of business mortality, 
which means that business risk 
may be immedsurably greater 
than it was during the period of 
easy war-time profits. 


3.A High Degree of Instability 

While a period of high-level ac- 
tivity appears in prospect it seems 
probable that a considerable de- 
gree of instability will be char- 
acteristic of our post-reconversion 
economy. Some of the markets to 
which reference has been made 
are more or less temporary; for 
example, the backlog of deferred 
consumption demands resulting 
from the war and those segments 
of foreign demand representing 
relief and rehabilitation needs 
will decline in importance, with 
first one industry and_ then 
another being affected. For a 
time, we undoubtedly face very 
heavy capital expenditures by 
business concerns, individuals 
and state and local governments, 
but these expenditures are likely 
to vary considerably from year to 
year. The problem of correcting 
maladjustments in wage, price 
and cost relationships is neither 
-| likely to be solved quickly nor 
without obstructions to produc- 
tion which at times may assume 
serious proportions. 


Furthermore, it is to be ex- 
pected that the government itself 
will at times contribute to in- 
stability in our economy. Al- 
though the concept of “compen- 
setory fiscal policies” by the gov- 
ernment is designed theoretically 
to offset irregularities in privately 
sponsored business activity, we 
know that in practice political as 
well as economic considerations 
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will determine government ex- 
penditures. Tax policies also are 
likely to have a disturbing effect. 
They are a cumbersome control 
device, for the effects of a tax 
reduction or a tax increase on the 
budget and on business are likely 
to .be considerably delayed. In the 
field of debt management and 
monetary controls, the govern- 
ment’s frequently enunciated ob- 
jeetive of keeping interest rates 
low is apt to find itself from time 
to time in confliet with the prob- 
lem of curbing speculative fervor 
and preventing inflation. Govern- 
ment policy is likely to be deter- 
mined by first one consideration 
and then. the other with conse- 
quent aberrations in policy. Gov- 
ernment is, | am afraid, likely to 
remain a factor making for in- 
stability rathér than stability, and 
with the level of expenditures. as 
high as it promises to be, changes 
in expenditures and deficits tend 
to have a magnified effect on the 
economy as a whele. 


Other factors, such as changes 
in imventory policy by business, 
waves of speculative elation and 
pessimism, and rapid and wide 
changes in the climate of inter- 
national affairs are likely to add 
to the instability which probably 
will mark the post-reconversion 
years. 


This atmosphere of instability 
suggests that corrective depres- 
sions are likely to be experienced 
frem time to time. In addition to 
the historical precedents for this 
view, the elements of instability 
mentioned above make it highly 
unlikely that we can escape de- 
pressions no matter how sincerely 
some students believe that we can 
do so. 

On the other hand, there appear 
to be several good reasons for ex- 
pecting that, for some years at 
least, a depression of the severity 
and length of that of 1929-34 
ought to be avoided and that our 


corrective depressions may be 
sharp and severe but short in 
duration. In the first place, the 
money supply is so largely based 
upon monetization of the public 
debt—which at best probably will 
be subject to only gradual retire- 


ment—that a period of rapid and 
substantial credit deflation seems 


unlikely. The banking system, 
moreover, is much stronger than 
it was in the 20s and 30s in the 
sense that its resources consist 


principally of quality assets in- 
volving a minimum of credit risk. 
Therefore, the possibility of pres- 
sure from the banking system to 
contract credit, appears to be re- 
mete indeed, and it is to be re- 
membered that we have, never 
had a really serious depression 
such as that of 1929-34 without 
rapid and severe credit deflation. 


4. A High Level of Prices 


Inflation is already present in 
our markets and in a broad, over- 
all sense, the natural pressures on 
prices are still upward, for the 
existing money supply is large 
and the monetary base is sizable 
enough, and capable of sufficient 
further increase so that it imposes 
no automatic limits on credit ex- 
pansion such as formerly applied 
under the old gold standard. Un- 
der existing circumstances, when 
one price is forced upward un- 
duly, the resulting maladjustment 
is. likely to be resolved by in- 
creases in other prices. And we 
have in organized labor a power- 
ful agency for raising wages in 
first one area and then in others. 
Here the vicious spiral works to 
perfection, for each successive in- 
crease in the wage structure 
means a rise in costs and provides 
the basis for further labor de- 
mands. And the monetary struc- 
ture puts no limit on the proc- 
ess; in fact, the policy of com- 
pensatory spending by the gov- 
ernment is inflationary in its im- 
plications for while under actual 
practice we get heavy deficits in 
emergency periods there is little 
or nothing in the way of surpluses 
in good times. 

Yet there are some areas within 
the price structure where pros- 





pective demand-supply relation- 
ships suggest that downward re- 
adjustments in prices will occur 
in the course of time. While the 
areas of uncertainty and the pos- 
sibilities of misjudgment are 
great, the following broad ten- 
dencies appear probable: 


1. Agricultural prices are due 
for a decline when demands 
for our domestic products fall 
off, as they must when the 
rehabilitation of foreign pro- 
duction enables foreigners to 
compete with us in the world 
markets. Also, advances in 
farm technology should re- 
duce farm costs. gradually in 
the affected commodities. But, 
for a considerable period 
ahead, agricultural prices 
seem likely to remain on 
higher levels than they were 
pre-war for the reason that 
government supports are 
likely to remain. 


2. Prices of labor seem destined 
to move upward under the 
impetus of pressure from or- 
ganized labor, with only 
minor and infrequent set- 
backs during business reces- 
sions when labor reclassifica- 
tion and increased efficiency 
are likely to reduce actual 
labor costs even though labor 
rates remain unchanged. 


3.Prices of non-agricultural 
raw materials may well trend 
irregularly upward because of 
increased labor costs, or re- 
duction in the richest or most 
convenient sources of supply 
and probable increases in 
transportation costs. 


4.Prices of finished goods 
should — when OPA restric- 
tions are lifted rise to 
compensate for increasing 
labor and raw material costs; 
thereafter what happens will 


depend on the outcome of 
the race between organized 


labor to raise wages and the 
scientists of industry to re- 
duce costs, the end result 
being close to a standoff with 
possibly some tendency map- 
ward over the long future. 

5.In the case of real property, 
prices of urban housing prob- 
ably will decline from present 
inflated levels when building 
activity increases and cur- 
rent shortages become less 
acute, but with the later 
trend upward. Great varia- 
tions are likely to be evident, 
however, from one area ‘*o 
another and in different types 
of properties. 


Under these conditions, it would 
be surprising if we failed to have 
wide fluctuations in the broader 
price indexes as well as in the 
prices of individual commodities; 
but with the money supply as 
large as it is, with organized labor 
possessing the power to force 
wage costs upward, the longer 
term trend seems likely to be up 
instead of down for a consider- 
able period ahead. But my inclin- 
ation is to feel that the prospects 
favor a moderate rather than a 
wild measure of inflation. 


The inflationary potential may 
well be much smaller than soma 
observers betieve it to be. Liquid 
savings, consisting of currency, 
demand and time deposits, sav- 
ings bonds and savings and loan 
assets, have increased since 1939 
by roughly $150 billions, which 
is an alarmingly high figure. But 
about $70 billions of these _ in- 
creased savings might be _ re- 
garded as necessary to provide till 
money, pocket currency, neces- 
sary working balances and rainy 
day reserves, at the current 
higher level of national income, 
leaving about $80 billions avail- 
able for other uses. However, 
since prices of consumers’ durable 
goods are up about 35%, that $80 
billions will purchase only as 
much as $50 billions would have 
purchased in 1939. 

Figures such as these are not 
conclusive and it should be em- 
phasized that the comfortable no- 
tion that “it can’t -happen here” 





is not to be accepted without 
reservation, for wild 
are the result of great previous 
money expansions, scarcity in the 
supplies of goods and the use of 
banking credit to meet govern- 
ment deficits. That is too close a 
picture of what we have today 
for comfort. The argument that 


we cannot have inflation because | 


of the ability of our industry to 
produce goods in great volume 
does not ring as true today as it 
did before labor-management re- 
lations became so troublesome. 


Inflation and Interest Rates 


The present situation does not, 
it seems to me, provide a clear 
answer to the question which 
plagues us all, namely, are we go- 


ing to have more inflation and, if 
so, how much? But from the point 
of view of the trend of interest 


rates in the post-reconversion 
period, the impcrtant considera- 
tion is that we have already had 
a considerable degree of inflation, 


| whieh means that prices are likely 


inflations | to hold om the average far enough 


|above the levels of the prewar 
years to alter significantly the 
|supplI-demand relationships for 
‘long and short-term credit. 


| This is true because the infla- 

| tion we have already had means 

| that 

1. The proportion of current in- 
comes required to meet cost 
of living expenditures. has in- 
creased so much as to impair 
the ability of individuals to 
save. Inflation thus is a de- 
flator of savings. 


2. The effectiveness of war-time 
savings is reduced materially 
by the need for larger amounts 
of purely working funds in 
bank accounts and for larger 
amounts of currency for 
pocket money. 


3. The purehasing power of the 
savings available for use is 
sharply curtailed by the in- 
creased prices of homes, au- 





tomobiles and other consum- | 


ers’ durable goods, with the 
result that more credit will 
have to be used to. finance the 
same volume of business. 


4.The cost of public works 
projects, of new capacity for 
industry, of medernization 
programs and of all capital 
expenditures. will be greatly 
enlarged, which means. the 
dollar volume of new secur- 
ity issues to finance such ex- 
penditures will have to be in- 
creased. 


5. Many corporations will need 
larger amounts of funds for 
essential working balances 
and for use in carrying in- 
ventories and receivables. In 
this connection it is interest- 
ing to note that while corpo- 
ration cash balances have in- 
creased from $12 billions to 
a high of about $25 billions, 
their ratio tc the dollar vol- 
ume of business being done 
is not much higher than. it 


(Continued on page 1824) 
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Inflation, Interest Rates and Investment Policy 


(Continued from page 1823) 
was before the war. Many 
corporations are finding that 
while their cash balances are 
larger than ever before, they 
have little or no “free” funds, 
and they are already arrang- 
ing for credit accommodation. 


From another point of view we 
are in what might appropriately 
be called the “effective” rather 
than the “build-up” stage of in- 
fiation, a fact which has impor- 
tant implications for the money 
market. In the build-up stage dur- 
ing the war, the supply of avail- 
able money for investment was 
continuously increased, but the 
rise of prices and therefore the 
demand for credit was more or 
less closely limited or controlled. 
The use of money was restricted in 
a number of ways — by rationing 
and price control, by the unavail- 
ability of many types of goods 
and by patriotic appeals to maxi- 
mize savings and to funnel them 
back into United States securities 
for use by the Government. The 
vital point is that while money 
supply was being inflated rapidly 
and substantially, prices rose 
slowly and moderately. Thus the 
rise in the supply of funds avail- 
able for investment greatly ex- 
ceeded the demand for credit ac- 
commodation. 

In the effective stage of infla- 


tion, the emphasis in the money- 
supply and use relationship is 
shifting in importan t respects 


the use of funds is now 
restrained, and we 


much less 
are in the 


phase when yester day’s inflati on | 
in*money is finding expression int avoid 


'today’s inflation.in prices, with 
a consequent increase in the de- 
mand fer credit. 


Interest Pattern Change Essential 


Thus the inflation we have al- 
ready had and the threat of more 
to come poses a very difficult 
problem for the monetary and 
banking authorities. They would 
like to shift from pro-inflation to 
anti-inflation policies but they 
would, of course, prefer to do so 
without disturbing the level of 
interest rates. The more imagina- 
tive of our monetary authorities 
have devised all sorts of new- 
fangled schemes to enable them 
to work the miracle of keeping 
funds so freely available that 
money rates will be low and at 
the same time preventing the use 
of the funds from supplying ad- 
ditional inflationary pressures. 
But Congress has lost its interest 
in complex monetary schemes, 
Keynesianism is less popular in 
high places, and few people under- 
stand or care much about the in- 
tricaeies of monetary policy. 
Therefore, I think we can be rea- 
sonably sure that the authorities 
will reluctantly in the end have 
to fall back on the more orthodox 
techniques of restricting the 
amount of reserve credit available 
to the banks. They will do so 





gingerly and by fits and starts, 
after trying all sorts of expedients. | 
But they have no alternative in| 





| for 
Money supply is rising slowly but | 


the end but to make the change, 
they must in time recognize 


in official policy the fact that if| garded as low by those who have 


we are to hgve prosperity bank 
loans will rise, and if we are to 


the dangér of converting 
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that prosperity into a short-lived 
inflationary boom, banks must be 
placed in a reserve position where 
they will reduce their holdings of 
securities as they increase their 
bank loans. 


Summary of 
General Characteristics of the 
Post-Reconversion Period 


The post-reconversion years 
thus seem likely to be marked by 
a high average physical level of 
production, an intensification of 
competition with an increase in 
business risk and in business mor- 
tality, a high degree of economic 
instability, a generally higher av- 
erage level of prices than in the 
30s, and the adoption of anti-in- 
flationary monetary policies by 
the banking and monetary author- 
ities. 

The Outlook for Interest Rates 


If this picture of the post-re- 
conversion period turns out to be 
reasonably close to reality, we are 
likely to experience a material in- 
crease in the demand for credit 
in relation to the volume of funds 
available for loans and _ invest- 
ments, a rising trend of interest 
rates, and a shift from a buyers’ 
to a sellers’ market for money. 


The trend of long and short- 
term interest rates should be up- 
| ward for the reasons cited previ- 
ously, but it is likely that the rate 
of advance will be slow and that 
while the level of interest rates 
will be rising, it can still be re- 
developed an emotional at- 
tachment for cheap money, as 
well as by those who have 
gone on record with predictions 
that rates are to remain low for 
a long while ahead. It is not quib- 
bling however, to point out that 
the amount and rate of change in 
interest rates is a most significant 
consideration for investors, wheth- 
er or not the rate is low by histor- 
ical standards. The rise in rates 
in the post-reconversion period 
should be slow and moderate be- 
cause banks no longer pay interest 
on demand deposits, which anchors 
the short end of the interest rate 
curve to a lower level than in the 
20s; because the low interest rate 
philosophy is deeply imbedded in 
our official thinking; because with 
gold stocks as large as they are 
and the Federal Reserve possess- 
ing greatly expanded powers to 
make that gold effective, the au- 
thorities have the power to hold 
any rise in rates in check; and 
finally because the interest cost 
on the public debt is a powerful 
argument for moderate rather 
than spectacular changes in rates. 


The situation which I have pro- 
jected should in time bring many 
changes in the relationship be- 
tween the rates on various types 
and qualities of credit. During re- 
cent vears, under the influence of 
prolonged easy money conditions, 
the differential in yields between 
prime and second grade credits, 
both in the bond market and the 
bank loan market, has been cut 
to an abnormally narrow spread. 
This tendency is likely to be re- 
versed in the period ahead; and 
the market for second grade bonds 
would appear particularly vulner- 
able because of the extremes to 
which it has been carried. Auto- 
matic profits on a “cost plus bas- 
is,” which were so prevalent dur- 
ing the war, are in for a drastic 
change during the highly compet- 
itive conditions in prospect and 
when the volume of new issues 1s 
increasing the discriminating in- 
vestor will be under much less 
pressure to compromise quality 


‘In’ the mortgage. loan market, 


much; if-at.all, but the elimination 


period we shall be able accurately 
to describe the market for credit 
as a sellers’ market. In the first 
place the demand for bank credit 
is likely to increase to finance 
export trade at the high level 
which most observers expect, to 
supply the funds for a_ rise 
to a new all-time high in 
consumers’ credit, to supply the 
construction loan funds nec- 
essary when the building in- 
dustry is active and to meet the 
needs of business corporations for 
additional funds to expand inven- 
tories and accounts receivable. 
And if because of the ever-present 
threat of inflation, the monetary 
authorities hold total bank credit 
expansion in check, then the 
banks will be under the necessity 
of disposing of other earnings as- 
sets as they make new loans. This 
would represent a sharp contrast 
with the conditions not many 
years ago. Then banks had billions 
of dollars of excess reserves and 
a new loan added to income by 
the full amount of the interest re- 
ceived. Under these conditions 
borrowers could shop around 
among the banks with very good 
prospect of getting a lower rate, 
longer maturity and more favor- 
able terms. Today with excess re- 
serves largely eliminated, with 
bank holdings of short-term se- 
curities near the indispensable 
minimum, banks face the pros- 
pect of having to sell intermediate 
Government securities to make 
loans, which means that at cur- 
rent. rates some of them would 
lose more in investment iicome 
than they would gain in loan in- 


come. That they may do for a 
time, but eventually earnings 
pressure is likely to make the 


sellers of credit tighten up on the 
rate and the terms. In the second 
place, the building industry 
should, once it gets into high gear, 
produce new mortgages at a rate 
of several billion dollars per an- 
num, which would mean in all 
probability that the institutions 
you gentlemen represent may well 
be able to fill all or most of their 
investment needs from new mort- 
gages. And if that is the case, I 
suspect that you will be less in- 
terested in competing with the 
banks for loans at low rates and 
generous terms, and the buyer of 
credit will be less likely to be 
able to shop around successfully. 


Other investors may soon find 
that it is much easier to supply 
their needs for investment media 
with a large volume of World 
Bank issues coming on the mar- 
ket: with corporate new security 
issues as high as they must be in 
6 period of rapid technological 
progress, and with large amounts 
of new municipal securities being 
offered to finance necessary im- 
provements. We thus may move 
out of the period when investors 
have found it difficult, if not im- 
possible, to meet their needs for 
new securities and when the state- 
ment — “What else can you do 
with the money?” was the 
clinching argument for purchasing 
securities of lower quality, longer 
maturity and smaller yield than 
could under normal conditions be 
justified. 

The outlook for United States 
Government securities cannot be 
divorced from the generally 
changing environment which we 
have outlined, although such se- 
curities will certainly occupy a 
preferred position in the port- 
folios of our great financial insti- 
tutions for many years to come. 
But the money market is not rig- 
idly compartmentalized, the nat- 
ural pressures on interest rates 
will be upward and for the first 
time in many years, sizable out- 
lets for investment funds in other 
than Government securities: should 
be available not ently to individu- 
als but to institutional imvestors. 

Furthermore, I suspect -that as 
times goes~by,- inflationary. prés- 





‘It is probable that:at some: ahs 








‘early in . the. pad peconverator "i 


sures will force the abandonment 


 mitme nt? to. buy. : up lini te d. 
amounts, of Tregsury. Certificates; 


down, for. that action is required 
if Federal Reserve policies are 
to be effectively anti-inflationary. 
I also regard it as likely that the 
Treasury will wish to correct the 
unbalance between long and short 
maturities by the offering of fairly 
large amounts of long-term se~ 
curities. Finally, it is conceivable 
that official quarters will in time 
adopt less rigid ideas as to the 
desirability of an artificially low 
level of interest rates and as to 
their powers to maintain such 
rates in the face of expanding 
credit demands. They might even 
see fit to adopt the rather old- 
fashioned policy of setting the rate 
on new offerings for the purpose 
of getting the maximum amount 
of funds instead of to pay the 
minimum amount of interest. 

This raises an interesting ques- 
tion coneerning the durability of 
the sacrosanct 242%. rate on long 
ineligible United States securities. 
I am prepared to grant that that 
rate is likely to be maintained for 
some time because the monetary 
and banking authorities have 
given strong assurances on this 
objective and there is little reason 
to question their ability to fulfill 
it for a somewhat indefinite period 
ahead. But I am also inclined to 
think that in time, under the cir- 
cumstances outlined above, our 
monetary and banking authorities 
may find it neither desirable nor 
possible to adhere to the 2%% 
coupon rate on long-term Treas- 
ury obligations. The 2%% rate 
may not be as invulnerable as 
some observers would have us be- 
lieve. 

Investment Policy 

I shall not dwell on the policy 
implications of what has been said, 
but it does seem that if this pic- 
ture of the post-reconversion 
period is reasonably close to actual 
developments, then it is time to 
give some thought to the advan- 
tages of the old-fashioned but 
time-tested standards of invest- 
ment management. In the first 
place, with the economic environ- 
ment likely to be marked by a 
high degree of economic instabil- 
ity, with intensified competition 
and increased risk, and with the 
outlook varying so much between 
different industries, quality con- 
siderations and diversification of 
risk should be given increased 
weight in the selection of securi- 
ties for investment portfolios. The 
risks of compromising with qual- 
ity are likely to be much increased 
over what they were during the 
bull market in bonds. In the sec- 
ond place, if the trend of interest 
rates is upward we had better try 
to forget the notion,—popular dur- 
ing the past few years,—that ‘“‘ma- 
turity doesn’t mean anything any 
more,” and I suspect that investors 
will find it to their advantage in 


the long run to return to the prac- 
tices of evenly staggering matur- 
ities and matching up their ma- 
turities with prospective needs for 
funds. We may well be moving 
into a period when those who seek 
increased income at the expense 
of quality and those who specu- 
late in long maturities with short 
term money will find that their 
gain in current. income is small 
as compared with the losses in 
principal which may have to be 
absorbed later. The times call for 
caution. 
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The Future of Atomic Energy 


(Continued from page 1778) 


a. Development of the uranium 
industry beginning with min- 
ing the ore and following 
through to the raw materials 
necessary for operation of 
fissionable material plants. 

b. Construction of two major 
fissionable material plants at 
Oak Ridge, Tennessee, and 
Hanford, Washington. 

c. Construction of atomic bomb 
assembly plant at Los 
Alamos, New Mexico. 

d. Operation of all of these fa- 
cilities and construction of 
several atomic bombs at 

least. 
e. The final surrender of Jadan 
and the end of World War II. 
Contrary to common belief, 
scientists were not solely respon- 
sible for the development for 
military uses of atomic energy. 

Engineers and industry also con- 

tributed to a major degree. The 

true situation was stated very suc- 
cinctly by Colonel K. D. Nichols 
shortly after V-J Day. Colonel 

Nichols said: “The public is prone 

to hail the inventor and the final 

product and to overlook the engi- 
neering and construction that is 
essential if the idea of the former 
is to be translated into the latter. 

The engineering problems... 

were numerous, unique and stag- 

geringly difficult, the time sched- 
ule only slightly short of impos- 
sible.” 


Let us see what the record 
shows as to the relative magni- 
tude of the work carried on in 
the fields of engineering and re- 
search during this development 
period. These may be visualized 
by an analysis of the expenditures 
made by each group. The figures 
appear in the statement of ex- 
penditures submitted by General 
Groves in testimony before the 
McMahon Committee. Three prin- 
cipal processes were enumerated. 
The amount spent for engineering 
and construction expressed in mil- 
lions is 500 for the diffusion 
process, 317 for the electromag- 
netic process, and 302 for the 
metallurgical process, exclusive of 
housing. The amount expended 
on research for those three divi- 
sions was $45,000,000, $33,000,000 
and $42,000,000, respectively. In 
other words, if we take the per- 
centage of the whole combined 
erigineering, construction and re- 
search, about 90% was spent for 
construction and engineering and 
10% only for research. In addi- 
tion to construction and engineer- 
ing, the operating organizations 
are largely staffed by engineers 
and, to a very limited extent, by 
scientists. Probably the percent- 
age there was also of the order of 
90 to 10. 

Let no one sey that the engineer 
will not be called on to bear the 
heaviest burdens in the years to 
come. 

B. Progress in Past Year-—V-J 
Day found us feverishly operating 
all completed facilities to their 
utmost capacity and completing 
plant construction. During the 
past year construction has been 
completed, plants have been oper- 
ating 24 hours per day and seven 
days per week; efficiencies have 
been improved, costs have been 
reduced and plant capacity has 
been increased. A recently pub- 
lished statement gave present pro- 
duction as several times that on 
V-J Day. Much of this has come 
about through continued opera- 
tion, but particularly from lifting 
the veil of secrecy. This condition 
has undoubtedly resulted in con- 
stantly enlarged stock piles of fis- 
sionable material and completed 
atomic bombs. 

C. Manhattan District Plans for 
uture—At the present time the 
entire operation is under the di- 
rection of the Corps of Engineers 
through the specially constituted 
Manhettan Distiict. Operations 
may be expected to continue as 


at present until th~> creation of a) engineers are vitally interested in 


new 


f ditionai p’ as recently an- 





: | 
nounced include a research and | 


development program which will | 
include new facilities and exten- 
sions to existing facilities under 
Government sponsorship at five 
locations throughout the country. 


3. Atomic Energy Commission 

During the past year Congress | 
has passed the Atomic Energy Act 
of 1946 and it is under the provi- 
sions ef this Act, and under the 
direction of the Commission that 
it creates, that the entire atomic 
energy industry must operate. — It 
is therefore fitting that we exam- 
ine the makeup of this Commis- 
sion, its powers and its responsi- | 
bilities. 

Provisions of the Act indicate | 
clearly that Congress intended to 
create the most capable and pow- 
erful Commission in our Govern- 
ment. The Commission will com- 
prise a Chairman, four other) 
Commissioners, a General Man- | 
ager, and four Directors, heading 
the divisions of research, engi- 
neering, production and mililary 
application. The effort which the 
Congress made to insure a strong 
capable Commission is indicated 
by the fact that the salary paid 
the Chairman exceeds that of the 
members of the President’s Cab- | 
inet. The salaries of the Com- | 
missioners and the General Man- | 
ager are set at $15,000 per year, 
which is the same as the Cabinet 
members’ salaries, and the salaries 
of the Directors, $14,000, exceed | 
by a substantial margin the sal- 
aries paid members and heads of | 
most other independent commis- | 
sions. It is to be hoped that the | 
President will recognize the chal- | 
lenge and will appoint the best | 
Commission possible. To guard | 
against the appointment of any | 
misfits, the Bill provides that the 
initial appointees shall hold office | 
for a period of two years only, and 
that entirely new appointments 
shall be made at that time for the | 
normal five-year tenure of office. | 

The Act also provides for two) 
advisory commitiees, namely, 
Military Liaison Committee ap- 
pointed by the Secretaries of War 
and Navy, and General Advisory | 
Committee consisting of nine} 
members appointed by the Presi- | 
dent from civilian life. The func- | 
tion of the latter Committee is to | 
advise the Commission on scien- 
tific and technical matters. It is 
the evident intent of the Act that 
the advice of the General Ad- 
visory Committee would be sought | 
mainly on non-military matters. 

The Atomic Energy Commission 
will inherit entire atomic empire, 
including plants, finished and 
semi-finished bombs, and all other 
property now held by any Gov- 
ernment department or agency 
which pertains to nuclear or 
atomic processes. It will have sole 
power over the entire industry, 
starting with uranium ore in the 
ground, up to and including fin- 
ished products containing and pro- 
duced from uranium. It will also 
take over all patents and con- 
tracts and secret information and, 
subject to the direction of the 
President, it will have sole power 
for disseminating information and 
distributing uranium products, in- 
cluding bombs. 

If, for instance, one of our in- 
dustrial concerns or one or a 
group of our electric utilities wish 
to develop processes involving 
atomic energy utilization, permis- 
sion must first be obtained from 
the Commission to do so. The 
Cemmission may then allot suf- 
ficient stocks of uranium or fis- 
sionable material to the project 
either free or on terms it fixes. 
It may also bear part of the cost 
by making grants in aid, or it may 
even finance the entire develop- 
ment. 


4. Future of Atomic Energy 

A. Military Aspects—No discus- 
sion of atomic energy can ‘over- 
look the military aspects. We as 











uation is cleared up at the earliest 


| Fearful 


possible moment. To the extent 


| that our plants must operate for 
|military purposes, just to that ex- 


tent are they hindered from pro- 
ducing material for peacetime 
purposes. 

No one who has gone through 
the engineering and development 
work which led to production of 


| bombs can do other than to con- 


clude that it will be a decade be- 
fore any other nation can vie with 
us in atomic bomb production. I 
venture to predict that our re- 
search program, if implemented 
with proper engineering develop- 
ment, will keep us in the forefront 
for a generation at least. During 
that time it behooves us to settle 
the international situation so that 


it will never again arise to 
threaten us. 
We have the bombs. We have 


the production facilities. We have 
the engineering know-how. We 


(have the industrial plant to im- 
/plement that know-how, It would 


be the height of folly for us to 
throw away the advantages which 
this position gives us, except on 
our own terms. Nearly a year 
ago, in a paper delivered before 
the Boston Section at the Harvard 
Lecture Hall, I outlined a program 
whereby we might permit the Se- 
curity Council of the United Na- 
tions to direct us to use our bombs 
for punitive measures. At that 
time none of us could. visualize 
the studied non-cooperation of the 
Soviet Union. It seems to me that 
the time has now come when we 
must go forward with a plan for 
the control of the atomic bomb 
based on. associating ourselves 


| with those nations which are fa- 


vorably disposed to our plan. Let 
the Russians stay on the outside 
if they do not care to come in. 
When. and as they do care to come 
in, we can entertain their appli- 
cation. 

It may be claimed, in opposi- 


| tion to such a plan, that we may 


be subjected to another Pearl 


|Harbor at the hands of some un- 
|friendly nation not a member of 


the atomic energy group. I see 
little danger of such a contingency 
as long as we have a large stock- 
pile of bombs. Let us suppose 
some nation was fanatic enough to 
make a sneak attack on some of 
our coastal or industrial cities. 
Suppose they badly damaged New 
York, Pittsburgh, Philadelphia 
and Boston, and paralyzed our in- 
dustrial production at those points. 
as such a _ contingency 
would be to contemplate, it would 
not protect the aggressor nation 
against rapid and highly destruc- 
tive retaliation. We would not be 
foolish enough to have bombs lo- 
cated at vulnerable points. Rather, 
they would be hidden in the Berk- 
shires, the Catskills, the moun- 
tains of the Pacific Coast, and in 
carefully selected hideouts in our 
rural areas. From these points 
skilled operators could dispatch 
them with unerring aim and com- 
pletely paralyze industry of the 
aggressor nation. I do not look 
for such an eventuality, but I do 
contend that the fear of retalia- 
tion would prevent any nation 
from atfacking another one which 
had an adequate stockpile of 
atomic missiles, in just the same 
way that fear of retaliation banned 
the use of poison gas and disease 
germs during the late war. 

B. Peacetime Application—The 
peacetime application in which I 
know you are all primarily in- 
terested is that of atomic power. 
How soon will it come? How ex- 
tensive will its application be, and 
what will be its effect on our 
power bills? 

In my opinion, the task of pro- 
ducing atomic energy and of con- 
verting it into electricity or steam 
is a task equal in magnitude to 
that of constructing one of the 
major atomic bomb material 
plants, and the time that will be 
required to do so will be of the 
order of from three to five years. 
Moreover, after the priect is 
solved from an engineerin staa- 
point, it will not nece-sarily be 
economically sound. Only ecnr- 


Aterm.. “nergy Commission.| seeing that the internationai sit-|tinued operation of atomic energy 


(Continued on page 1826) 


Private Property 
Approved by Bible 


“The right to property is firmly 
established in the Bible. The earth 
which is the Lord’s has been 
turned over to man who has he- 


come the 
steward of its 
treasures. It) 


isn’t the own- 
ership of 
property that 
is wrong but 
the misuse of 
it. Once more 
we are con- 
strained to re- 
peat that, 
what we have 
come by hoh- 
estly is ours 
and noone 
has any right 
to deprive us 
of anything so 
acquired. We have gone to quite 
some lengths in making this evi- 
dent and necessarily so because 
one of the mistaken ideas of many 
radical laborites is that they have 
the right to confiscate industries, 
utilities and other possessions 
which belong to someone else.” 


“Christ recognized capitalism 
and in His teaching concerning the 
Householder Who Planted a Vine- 
yard, Matt. 21:33-34; and the Par- 
able of the Talents, Matt. 25:14-30, 
approved of the profit motive. Ac- 
cording to Him a proper return on 
capital invested was to be ex- 
pected.” 


—DR. W. O. H. GARMAN, 
Secretary, American Council of 
Christian Churches; Vice-Presi- 
dent, Independent Fundamental 
Churches of America. 





Dr. W. O. H. Garman 
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NASD District 13 
J s s 

Nominating Committee 

T. Jerrold Bryce, Chairman of 
District No. 13 of the National 
Association of Securities Dealers, 
Inc., announces the appointment 
of a Nominating Committee com- 
posed of Ranald H. Macdonald, 
Dominick & Dominick, Chairman; 
Herbert R. Anderson, Distribu- 
tors Group, Incorporated; James 
J. Lee, Lee Higginson Corporatio, 
Clarence E. Unterberg, C. E. Um 
terberg & Co.; and Walter Wi 
Wilson, Morgan Stanley & Co. :t 

Nominations are to be made’to 
replace the following whose terms 


of office will expire on Jan. 'T5; 
1947: wi 


On the Board of Governors —- 
Harry W. Beebe, Harriman, Rip- 
ley & Co., Incorporated, New 
York, and Robert S. Mortis, 
Robert S. Morris & Company, 
Hartford. * 

On District Committee No. 13.— 
James Currie, Jr., Troster, Currie 
& Summers, New York; A. James 
Eckert, Mohawk Valley Investing 
Company, Inc., Utica; Wilbur G. 
Hoye, Chas. W. Scranton & Co., 
New Haven; Richard L. Kennedy, 
Harris, Upham & Co., New York; 
and George J. Leness, Merrill 
Lynch, Pierce, Fenner & Beane, 
New York. 


—s 


eedham & Co. Admits 


(Special to THe FINANCIAL CHRONICLE) 

PALO ALMO, CALIF.—James 
C. Needham and Kenneth R. Sayre 
have been admitted to partner- 
ship in Needham and Company, 
561 Ramona Street. Both have 


been serving in the armed forces. 
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TRUST COMPANY 


Founded 1824 
165 Broadway, New York 


CONDENSED STATEMENT OF CONDITION 
At the close of business, September 30, 1946 


ASSETS 


Cash and Due from Banks 


$231,644,595.40 





U. S. Government 


State and Municipal Bonds 


Obligations 
Bankers’ Acceptances and Call Loans 


576,995 649.53 
91,166,919.18 
72,980,458.92 








Loans and Discounts 


Other Bonds and Investments 


63,524,478.03 





*Banking Houses 


252,473,368.31 
254,793.50 





*Other Real Estate 


2,231,404.01 








Mortgages 


Credits Granted on Acceptances 
Accrued Interest and Accounts 


Receivable 


177,988.35 
4,852,111.98 


3,68 1,852.84 





Other Assets 


622,357.27 





LIABILITIES 

$25,000,000.00 
65,000,000.00 
13,097 ,452.85 


Capital Stock 
Surplus 
Undivided Profits 

Unallocated Reserves— 








$1,300,605,977.32 





5,691,189.67 $108,788,642.52 





Reserves for Taxes, Expenses, etc. 
Dividend Payable Oct. 1, 1946. 
Acceptances Outstanding $6,373,298.15 


(Less own acceptances 


held in portfolio) 
Other Liabilities 


4,927,197.58 
1,125,000.00 


5,105,718.21 
230,719.36 





Deposits (including Official and Certified 
Checks Outstanding $27,282,461.79) 1,180,428,699.65 





$1,300,605,977.32 


Securities carried at $126,899,131.23 in the foregoing 
statement are deposited to secure public funds 
and for other purposes required by law. 


+! Assessed Valuation $4,063,083.00 








Charter Member. Neu, York.Clearing. Heuse Association 
Member Feds val Reserve System 
Member Federal Deposit Insurance Corporation 




















- 


1826 


THE COMMERCIAL & FINANCIAL CHRONICLE 


x 


Thursday, October 10, 1946 





Atomic Energy 


(Continued from page 1825) 
plants for a period of many years, 
and the improvement in design 
and operating techniques that will 
come through such operation, can 
result in What we commonly term 
“cheap” atomic power energy. I 
would say that it would ‘be at least 
ten ‘years before atomic energy 
will have any effect upon elec- 
tricity costs. 

Now, what will ‘be the effect of 
the economic development of 
atomic piles upon our industries? 
The ‘first question is to what ‘ex- 
tent will it supplant coal and 
other fuels? The answer js, it will 
supplant them to a limited ‘extent 
only and that there is room 
enough in the growth of our de- 
mand for power to absorb all of 
the urarium that will be preduced 
and at the same time to keep our 
coal .mines,.our oil wells and our 
hydroelectric plants operating at 
normal capacity. The effect of 
atomic energy will be minor .com- 
‘pared ‘to ‘the fluctuations in fuel 
demand that. accompany changes 
im our ‘business cycles. 

Next, what industries can gen-' 
erate atomic energy to best -ad- 
vartlage? .The answer is that only 
the very largest consumers of 
power will be able to consider 
operating their own atomic energy 
plants. The atomic energy unit 
is inherently a large scale device. 
It is accompanied by continuous 
emission of radioactivity. Opera- 
tors and property must be pro- 
tected by walls of concrete, 
wsually ‘about six feet thick. 
Chemical separation facilities must 
be provided so that, the active ma- 
terial may be reprocessed pe- 
riodically to remove the fission 
products which after a time slow 
down or stop the operation. All 
of these are factors which will 
preclude the development of 








atomic energy on any smal! scale. 
I would anticipate that the first 
commercial plants to be built 
would be of the order of hundreds 
of thousands, perhaps even up to 





a million kilowatts in size, that 
they would ‘be connected to an in- 
terconnected network of several 
of our largest public wtility sys- 
tems, and that industry and the 
public in general would be af- 
fected very little by their opera- 
tion except as an ultimately lower 
cost of producing electricity will 
make it possible to lower electric’ 
power bills. At a later time, the 
electrochemical industries will un-, 
doubtedly have their own atomic 
power ‘plants, but in the main, our 
industries will continue for a long 
time to receive their atomic power 
over the lines of their electric 
power utilities. 

Another important ‘peacetime. 
use of atomic energy is in ‘the pro- 
duction of radioactive materials 
for medical and biological pur- 


‘poses. This work is now under 


way on a. .semi-commercial basis. 
No outstanding difficulties or, 
problems remain to be solved. in 
fact, the Manhattan District has 
announced the production ard 
distribution of several radioactive 
elements and there is no reason 
why \preduction should not .con- 
tinue on an increasing scale as, 
ithe need tor specific materials be- 
comes indicated. 

Another -important outgrowth 
of the atomic bomb work is in the 
field that has been opened up for 
the separation of isotopes. Iso- 
topes ‘are forms of an element 
which differ principally in their 
weight. They do, however, differ 
very slightly in other respects and 
it is quite probable that their 
separation and study may lead to 


important developments in chem-: 


istry and metallurgy. Isotope 
study is a practically untouched 
field and much work lies ahead 
for scientists and engineers in it. 
Time does not permit the 
enumeration of the many colla- 
teral advances in engineering 
which have resulted from atomic 
bomb work. Suffice to say that 
they have had and will have a 
profound effect on the future of 
engineering and industry. 
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| OF CHICAGO 
Statement of Condition, September 30, 1946 
RESOURCES 

Cash and Due‘from Bamks..........5........ 3 533,034,982.86 

United States Government Obligations....... 1,342,454,085.80 

Other ‘Bonds and Securities.................. 43,042,690.94 

spams arid DiieGounts.... «occ vceccccavccceccccs 379644 125.69 

Stock in Federal Reserve Bank.............. 3,600,000.00 
Customers’ Liabilityon Acceptances.......... 921,425.12 

Income Acorued-but Not Collected........... 5;480;822.23 

I ts ik 10,575,000.00 
$2,318,753, 132.64 

LIABILITLES 

TL eRe ea ee TP Pree $2,134,474,310.27 
PNRM OS AE 9 DE iar RA 921,425.12 
Reserve for Taxes, Interest, and Expenses... 12,937,107.08 
Reserve for Contingencies................... 18,108,299.75 

Income Collected but Not Earned :........... 255,101.23 
MIR Ty, SiSinhic'sa bs ev Buide Cvives Oo she2 60;,000,000.00 

Ra Lown dc ukinephbandeKees beck cages 60,000,000.00 
ee PG... sii ew heceeiceons vecceves 32,056,889.19 
$2,318,753, 132.64 





United States Government obligations and other securities carried 
at $282,229,233.18 are pledged to seeure public and trust deposits 
and for other purposes:as réquired orpermitted by lew 
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(Continued from page 1780) 

“T have not seen the statement. 
Assuming it was made, Senator 
Brewsster is not so well informed’ 
as other veople im this country. 
Maine, over which I have recent- 
ly flown, is certainly a beautiful 
State, is it not?” 

These remanks of the Chan- 
cellor were made following his: 
address ‘to 'the monthly meeting of 
the Chamber of ‘Commerce of the 
State of New York in New York 
City Oct. 4. Reporting his coun- 
try’s rapid progress in postwar re- 
conversion, he said that: 

“T would like to -report,to,.you: 
in the last year since V-J.Day we' 
have made very rapid progress. 
with our reconversion and with 
our demobilization of the men and 
women in ‘the forces and with the’ 
building up again of our ‘export 
trade. We are already exporting’ 
a greater volume than we did in: 
1938, the last complete prewar 
year. The volume of our exports 
is already above ‘that of the tast: 
prewar year and in terms of 
values ‘the export trade that we 


jare achieving now is more ‘than 


double of what it was in the last 
prewar year, and the curve is ris- 
ing, fluctuations from month to 
month, but the trend is ris- 
ing. We are aiming at balancing 
our trading account, our overseas 
trading account, as soon as we can 
because we wish to pay our way 
without needing to enter into any 
further credit arrangements with 
any of our overseas friends. We 
aim at balancing owr external 
trade arcount as soon as possible. 
IT am not naming a date. That is 
always a dangerous thing to do, 
but if I would came back and see 
you again in the not too distant 
future, I might be able to report 
we balanced our overseas trading 
account. I would be very happy 
if I could do that, but if we are 
to balance our overseas: trading 
account, it means two things. 


“On the one hand we must con- 
tinue to put heavy pressure behind 
our export drive. It will mean 
that an Englishman coming out ‘to 
New York or Washington will find 
British goods in the shops there 
which he never found at home. 
That is what the export drive 
means, sir. 

“It means we have to send you 
a lot of things we would very 
much like to keep ‘to ourselves, 
but for the moment we prefer the 
dollars. Well, we must keep the 
export drive going until we have 
reached the point of equilibrium 


jin our overseas trading account, 


and on the other hand we must 
‘keep a check on imports into the 
United Kingdom which are not 
strictly essential.” 


Domestic Controls and the Anglo- 
U. S. Loan Agreement 


Emphasizing the need for dras- 
tic domestic austerity, the Chan- 
cellor continued: “I am afraid that 
our people in the United Kingdom 
will have to bear for quite a while 
longer a considerable méasure of 
what we call wartime austerity 
for the reason which I have given 
you. We cannot yet afford to im- 
port as much as we should like of 
the comforts and luxuries of life. 
We shall have to maintain for a 
while longer rationing of food- 
stuffs and rationing of clothing. 


“You referred, sir, to my obser- 
vations when I was President of 
the Board of Trade, and ‘the suit 
which I am now wearing was 
bought in celebration of V-J Day. 
I kept my word while the war 
was on. ‘Of course some ‘people 
said, ‘It wouldn’t make much dif- 
ference to him, the had a lot of 
Clothes amyhow,’ but maybe they 
were wrong. 

“However, for a while we will 
have to maintain still considerable 
austerity and I would like here to 
speak ‘to you for a moment about 
the line of credit, the loan agree- 





ment concluded between your 
government and ours, and the Tine 


lif we had not been able to ar- 


of credit which has been arranged 
between us. the line of credit in 
our favor arranged in that agree- 
ment. Things. would have been 
much worse. both for us and for 
you—and for you—and for the 
United States industry in general 


range that line of credit ‘because 
if we shad not got from you that 
line of credit..to enable us _to 
bridge the gap between the end- 
ing of the war and the ending of 
Liend-Lease, both of which came 
with -great ‘abruptness, and the 
point where we will have ‘built 
up our ‘export trade again to the 
heights that we desire.” 


Mutual. Advantages of the Credit 


Mutual advantages of the credit 
arrangement -were cited by Sir 
Hugh as follows: 

“Tf we ‘had not had this line of 
‘credit arranged, we should ‘have 
had to cut down very heavily. our 
purchases from the United States 
of food, of ‘tobacco, of cotton; of 
gndustrial -equipment, and even 
perhaps we might’ not have been 
able to ‘take some of your films as 
we do now. We would have been 
very sorry, but we might not ‘thhave 
been able to manage it on the) 
money we had available then. | 

“Therefore, it was greatly to 
the advantage of* yourselves and 
ourselves that this line of credit 
was arranged. I remember when 
I went to the Board of Trade one) 
of the things I had to consider | 
was whether we ought to ration | 
tobacco. Supplies were _§ short. | 
We went into it and I produced 
a ration scheme and I showed it to 
the colleagues and I said, ‘There | 
are only two things we can do;| 
either you must give me a better 
priority of imports of tobacco 
from the Unied States and else- 
where within the shipping pro- 
gram, or we shall have to impose 
rationing, and one of my col- 
leagues said—not Mr. Churchill— 
‘Under this ration scheme that 
you have drawn up how many 
cigars would I have in a week?’ 
I said, ‘My dear Andrew’—I don’t 
know whether that is a guide to 
who it was—‘you will have a 
dozen,’ and -he said, ‘We must have 
high priority for tobacco. The 
priorities have continued and are 
continuing with you in conse- 
quence of the line of credit. 





Will Stimulate Multilateral Trade 


“Looking to the future,’ the 
Fund Chairman went on, “I think 
the stimulus which this credit ar- 
rangement is going to give to your 
exports to us and also to our re- 
covery, our speedy recovery of 
the position of equilibrium in our 
trade, itis also going to serve us to 
take a further long step forward 
toward a greater volume of multi- 
lateral trade throughout the world. 
I would guess you in New York 
are fully cognizant of the im- 
portance of multilateral trade. I 
venture to say one address I gave 
a little while ago said that bi- 
lateral trade is better than no 
trade at all and, of course, if the 
obstacles to trade are erected at 
such a height that trade can’t flow 
past and over them, if some parts 
of the world do erect—whatever 
part it may be—I am developing 
a perfectly general economic and 
financial argument—if any part of 
the world puts up such high bar- 
riers and obstructions to the flow 
of trade, the trade can’t get by in 
quantity, then you may be given 
back to bilateral, but that, I be- 
lieve, would be a very poor second 
best for the world and for the 
United States and for the United 
Kingdom. That would be my be- 
lief, and your government, like 
ours. is pledged to do our best to 
get trade flowing on an ever ex- 
panding scale and aleng multi- 
lateral rather than bilateral chan- 
nels. 


Optimistic on Bretton Woods 
Great confidence in imminent 





World Trade Not Obstructed: Declares Dalton 


stitutions was thus expressed by 
their Chairman: 

“In the past ten days I have 
been taking part at Washington in 
the annual meetings of the Gov- 
ernors of the International Mone- 
tary Fund and of the International 
Bank for Reconstruction and De- 
velopment and I am hopeful that 
these two new international insti- 
tutions will have great value in 
the years ahead for world trade, 
in the one case by bringing more 
Stability into our international 
exchanges and exchange rates, 
and in the other case by building 
up the new productive resources 
which are awaiting development 
in many parts of the world. 


“Next year, the annual meeting 
is to take place.in London and the 
Governors have done me _ ‘the 
‘honor, as your President ‘has said, 
of appointing me to ‘be the chair- 
man from now on until that an- 
nual meeting. I regard it with a 
great honor to have been so 


chosen and J shall do my~best in». 


consultation with my friends ‘in 
the United States and in the other 
principal countries concerned to 
see that the work of these two 
new institutions progresses and 
advances in the 12 months lying 
before us.” 


TVA’s Enchantments 


About to visit our TVA site, the 
Chancellor waxed enthusiastic as 
follows: 


“Tomorrow I am to fly down.to 
Tennessee—no doubt there are 
some present here who know 
Tennessee very well; maybe some 
come from that State; I gather 
that many eminent men have come 
out of that State in the past. I am 
going to be shown the TVA— 
Tennessee Valley Authority’s 
work and I am deeply interested 
in what I am to see there. I have 
been taught by what I have read 


|and heard, to believe that it is a 


very daring social and economic 
experiment which thas now been 
running for years enough for its 
values to be assessed. It has been 
watched with keen interest in my 
country, particularly by members 
of the political party to which I 
belong, and it may well be, I 
think, that this first model of 
American manufacture have :a 
new form of public enterprise and 
the organization of the resources 
of the whole area, full of poten- 
tial resources, but in which (for 
some time, owing to certain gaps 
in the arrangements made, full 
development did not take place. 
It may well ‘be that this new 
model should be copied with ap- 
propriate variations, of course — 
you wouldn’t want to copy it 
blindly and without consideration 
of other conditions—in other eco- 
nomically undeveloped regions of 
the world. There are river val- 
leys in Europe which wowd do 
well with an authority tike the 
TVA, and in Asia, perhaps, and 
even in that strange, troubled re- 
gion of the Near and Middle East. 
1 think it may well be that.a num- 
ber of these ‘stresses and strains 
and tensions between different 
peoples which at first sight are 
attributable to religious differ- 
ences or te racial or linguistic 
differences, may in fact be at- 


tributable to inequality, narrow 


development and narrow eutlodk 
upon their own future. It may 
well be that a lifting of the stand- 
ards of life of those people may 
be the best solvent of the ani- 
mosities which for the moment 
seem so imminent. Anyhow, this 
is the thought which I will take 
with me to. Tennessee and I think 
it may well be that America may 
have taught the Old World a great 
lesson in this respect as well as in 





progress by the Bretton Woods in- 


others.” 
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American Bankers Association 


Holds 72d Annual 


' (Continued from first page) |man of the Board of that institu- 
been a member of the faculty of | tion in 1932-1933. He-was Vice- 
The Graduate School of Banking | President of the National Bank of 
for a discussion of country bank- | Detroit in 1933 and has been Pres- 
ing, and an evening seminar lec- | ident of The Detroit. Bank since 
turer at the resident sessions of | December, 1933. 
the school, which is conducted by| _ From November, 1942, through 
the Association at Rutgers Uni-| August, 1943; he was Chairman, 





versity. New Brunswick, N. J. 

Mr. Bailey developed the “Four 
Pillars of Income,” an agricultural 
program of his bank, which has 
served to encourage diversified 
farming in the Clarksville trade 
area. 


Jeseph M. Dodge Elected Vice- 
President 

Joseph M. Dodge, President of 
The Detroit Bank, Detroit, Mich., 
was elected Vice-President of the 
Association at the close of the 
Association’s Annual Convention. 
Mr. Dodge is a native of Detroit 
and received his education at the 
public schools of that city. He be- 
gan his banking career as a mes- 
senger in the Central Savings 
Bank in Detroit in 1999 and rose 
through the various departments 
to the post of general bookkeeper: 
Then he became an auditor with a 
firm of general accountants, re- 
turning to the banking business as 
an assistant examiner, later be- 
coming the senior examiner, in 
the Michigan State Banking De- 
partment. Subsequently he joined 
the Michigan Securities Commis- 


Price Adjustment Board, Central 
Procurement District, Army Air 
Forces, covering 13 states, with 
headquarters in Detroit. From 
| August, 1943, through August, 
| 1944, Mr. Dodge was in Washing- 
}ton, D. C., where he served as 
| Chairman, War Department Price 
| Adjustment Board; Chairman, 


| War Contracts Price Adjustment | 


Board, of the War, Navy, and 
Treasury Departments, Maritime 
Commission, and the Reconstruc- 
tion Finance Corp.; and Director, 


Renegotiation Division of the 
Army Service Forces. 
From August, 1945, to July, 





| 1946, Mr.-Dodge served as Finan- 
|cial Adviser to the United States 
| Military Governor and Director of 
| the Finance Division of the Office 
|\of Military Government, Berlin, 
Germany. 

On March 11, 1946, Mr. Dodge 
was awarded the Distinguished 
Service Certificate of the United 
State Treasury for services ren- 
|dered on behalf of the War Fi- 
|nance Program. On Sept. 18, 1946, 





Secretary of War Robert P. Pat- 


'terson presented the Medal for | the 





Convention 


duct in the performance of out- 
standing services in the war.” 

Mr. Dodge is the past President 
of the Michigan Bankers Associa- 
tion and has served on many com- 
mittees of the MBA and the ABA. 
He has been in much demand as a 
speaker on bank operating topics 
at bankers’ and business meetings. 
In 1939-1940 he was a member of 
the Executive Council of the 
American Bankers’ Association 
and is now a member of its Post- 
war Small Business Credit Com- 
mission. 

S. Albert Phillips, the present 
treasurer of the American Bank- 
ers Association, was reelected to 
that post for another year. Mr. 
Phillips is vice president of the 
First National Bank, Louisville, 
Ky. He was born in Laurel 
County, Ky. He was educated in 
the public schools and at Sue 
Bennett Memorial College, Lon- 
don, Ky., and Cumberland Col- 
lege, Williamsburg, and com- 
pleted his business and commer- 
cial education at the University 
of Kentucky, Lexington. 

In the activities of the Ameri- 
can Bankers’ Association, Mr. 
Phillips has served on the execu- 
tive Council; the Membership 
Committee; ex officio Bank Men- 
agement Commission; the Execu- 
tive Committee of the National 
Bank Division, and as chairman of 
committee 1940-41. From 


sion as a special examiner and| Merit to Mr. Dodge. The Medal| 1941-42 he was vice president of 


later became the 


Commission. 


secretary of 


|for Merit is the highest civilian 
| war award, ranking with the mil- 


the divsion, advancing to the 
presidency in 1942. He has served 


In August of 1932, Mr. Dodge | itary Distinguished Service Medal,|as a member of the Nominating 


joined the First National Bank in 


iand is authorized only by 


the | Committee from Kentucky, 


and 


Detroit and served as Vice-Presi- | President of the United States for| has been active in the Kentucky 


dent and Assistant to the Chair- 





Car! K. Withers 


Among the various Division 
presidents elected are the follow- 
ing: Carl K. Withers, National 
Bank Division; Fred F. Spellissy, 
Savings Division; James C. Wil- 
son, State Bank Division; Evans 
Woollen, Jr., Trust Division, and 
J..Carlisle Rogers, State Associa- 
tion Section. 


‘Convention Proceedings 


._ The general sessions of the 
convention were held on Tuesday, 
Sept. 24, and Wednesday, Sept. 
25. The four divisions of the As- 
sociation and the State Associa- 
tion Section held their annual 
meetings on Monday, Sept. 23. 
Adjournment was at noon on 
Sept. 25. 

John W. Snyder, Secretary of 
the Treasury; Louis Bromfield, 
noted novélist, farmer, and soil 
conservationist, and Paul Hoff- 
man, President of the Studebaker 
Corporation, and head of the 
Committee on Economic Develop- 
ment, were among the national 
leaders scheduled to address the 
sessions. 


The convention was preceded 
by a full day of meetings of the 
Association’s commissions, coun- 
cils, and committees on Sunday, 
Sept. 22. A reception and tea was 
tendered to the delegates by the 
Chicago banks that afternoon. A 
Sunday Evening Hour followed 
at 8:30 p. m., featuring a song re- 
cital by Lawrence Tibbett and 
an address by Bishop Bruce R. 
Baxter of the Methodist Church 
in Portland, Ore., on the subject 
ef “The Year of Decision.” 





Fred F. Spellissy 


“exceptionally meritorious 


James C. Wilson 


Evans 


On Sunday afternoon at two 
o'clock, the subcommittee on 
State Taxation of Banks of the 
Committee on State Legislation 
held a Bank Tax Symposium in the 
West Ballroom at the Stevens Ho- 
tel. State “b&nkers associations 
had their tax authorities prepare 
statements on bank taxation for 
their states for study by the sub- 
committee. From this group of re- 
ports, short oral. summaries of 
typical bank taxation situations 
néeding attention were presented. 
The basic purpose of this symposi- 
um was to provide state banking 
representatives with information 
about problems which arise from 
the gross disparity as to tax bur- 
dens on banks. In some states, 
it was pointed out the taxes 
upon state banks which are not 
imposed upon national banks 
tefids to cause conversion from 
state chartered to national banks. 
In some states also, heavy proper- 
ty taxes on bank shares discourage 
the building up of capital funds. 
Edward Elliott, chairman of the 
subcommittee, who is also vice- 
president, Security-First National 
Bank, Los Angeles, California, 
led the discussion. 


Speakers at the general sessions 
included retiring President Rathje, 
who is President of the Chicago 
City Bank and Trust Company: 

Snyder, Secretary of the 
Treasury; the Honorable Leonard 
‘kington, K.C., LL.D., for- 

mer Special Wartime Adviser to 
h Governor General-of Canada, 











con-Bankers Association. 





Woollen, Jr. 


and former Counsel on Empire Af- 
fairs to the British Minister of 
Information in London; W. Ran- 
dolph Burgess, vice chairman of 
the board of the National City 
Bank of New York, and former 
ABA president; and Robert M. 
Hanes, chairman of the ABA Small 
Business Credit Commission, for- 
mer ABA president, and President 
of the Wachovia Bank and Trust 
Company, Winston-Salem, N. C. 


Speakers heard at division 
meetings included William lL. 
Clark, Vice-President of the J. I. 
Cese Company, Racine, Wisc.; H. 
R. Farrall, advertising manager of 
the Warren “Tribune Chronicle,” 
Warren, Ohio; Carl M. Flora, 
Vice-President of the First Wis- 
consin National Bank, Milwaukee, 
Wis., and chairman of the ABA 
Consumer Credit Committee; Paul 
Hoffman, president of the Stude- 
baker Corp., and head of the Com- 
mittee on Economic Development; 
Fred I. Kent, chairman of the 
Commerce and Marine Commis- 
sion of the ABA, and director of 
the Bankers Trust Company, New 
York; and R. A. Peterson, vice- 
president of the Bank of America 
N. T. and 8. A., San Francisco, 
Calif. 


J. Carlisle Rogers 


Resolutions Adopted 
The convention, before adjourn- 
ment adopted resolutions urging 
reduced Government spending “to 
the smallest figure commensurate 
with the maintenance of those es- 
sential Services that the Govern- 


mént must provide”; a continuous 


unremitting effort by bankers to 
sell United States Savings Bonds; 
an early enactment of “a _ basic 
and eontinuing plan of taxation 
which will encourage individual 
initiative and private enterprise”; 
new, fair and just labor legislation 
which will define the rights of la- 
bor, of management and of the 
people; a curb on bureaucratic 
controls, particularly those relat- 
ing to the use of consumer credit, 
government loaning and guaran- 
teeing agencies, as well as price 
controls; a curb on trend toward 
nationalization of productive econ- 
omy; and adoption of “a firm and 
positive position” by the United 
States in its relation with other 
countries, which “reflects a spirit 
of justice and a desire to carry on 
foreign trade under conditions 
that will be of mutual benefit to 
all concerned.” 


Vincent LaFrence to Be 
Partner in Carmichael Co. 


Vincent H. LaFrence, member 
of the New York Stock Exchange 
on Oct. 17 will be admitted to 
partnership in Carmichael & Car- 
son, 1 Wall Street, New York City. 
Mr. La Frence was formerly a 
partner in J. Robinson Duff & 
Co. 


en 
Isenhour & Co. Formed 
SACRAMENTO, CALIF.—Isen- 
hour & Co. has been formed with 
offices at 2014% Del Paso Boule- 
vard, North Sacramento, to engage 
|'in the securities business. Part- 
ners are J. G. Isenhour and H. L. 
Isenhour. Both were formerly 





‘with Davies & Mejia. 





and TRUST 


HALSTED AT 


Cash on Hand and in Other Banks 
U. S. Government Securities 
Municipal and Other Bonds 


Loans and Discounts s : 
Special Loans—-R. F. C. Participation 
Real Estate Loans—Conventional_- 
Industrial and Commercial Real Estate 
F.H.A. Mortgage Loans oa ; 


Bank Building i 
Bank Real Estate Lease X 
Stock in Federal Reserve Bank 


Other Resources 


Deposits: 
Public Funds 


F.H.A. Tax, ete., Deposits ’ 
All Other Deposits imiudind 


Capital 

Surplus 

Undivided Profits 
Contingent Reserve —__. 


Liability on Letters of Credit__.~~_- 


Sigurd R. Anderson 
Edwin Carson 
Hans D. Clausen 
Peter DeVries 


Charles W. Heidel Arthur A. 





Statement of Financial Condition 
JUNE 29, 1946 
RESOURCES 
Cash on Hand and in Other Banks____-_----_-~--~- $13,718,319.35 
U. S. Government Sécurities____________ rs 27,765,140.06 
Municipal and Other Bonds__-.~--~-~------_-_--- 1,813,358.45  $43,296,817.86 
Pee. 206 DBBOURE . .. gap ngewe oe _..... $ 3,453,384.03 
R.F.C.—Participation.Lo@ahs ...2..-<2.i2---.--.-- 308,194.01 
Real Estate Loans—Conventional______-----_---- 436,334.68 
| 4, Mame Leens.._....__.. ._.. -ndniemomenens44 745,272.43 
{ Federal Housing Administration Mortgage Loans_ 1,958,321.69 6,901,506.84 
Bank Building—Furniture and Fixtures. -.....-...---+-+~-~-+-- 230,488.05 
Stock in Federal Résérvé Bank ______-- Bh wieace PID OPTI 27,000.00 
Other Menu rces~ vnccccn sn cee sande « scene teesisissseusiisace 108,829.39 


Deposits: 
Public Funds 


Capital 
Undivided Profits _-..--~-~- 


Harry A. Fischer 
Albert Inlander 
Arthur C. Kussman 


Fred H. 








CHICAGO CITY BANK 





Statement of Financial Condition 
JUNE 29, 1946 
RESOURCES 


Accrued Interest on U. S. Government Securities 
Customers’ Liability on Letters of Credit 


LIABILITIES 


U. S. Government War Loan Account__ 


Reserve for Taxes, Interest and Insurance 


DIRECTORS 


Frank C. Rathje 
Morris Z. Holland 
Henry F. Jaeger 
Fred H. Korthauer 
Chester W. Kulp 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


MUTUAL NATIONAL 


BANK OF CHICAGO 


HALSTED AT 73th STREET 





U. S. Government War Loan Account__-_~--~ 

Federal Housing Administration Tax, etc., 
BOURNE: W353 hte enemas Sicekmaalindlibin 

All Other Depositse.__.........—.<........---- 


Reserve for Taxes, Interest and Insurance__-~-~~~-~~~-~~---+-++—+~ 


Surplus ..__--__-~-------+-++=-+s-4++--==-+-=+=- 


Contingent and Other Reserves a ee - 
DIRECTORS 
Frank C. Rathje 


Arthur G. Rathje 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


COMPANY 


63rd STREET 


Se . $23,178,451.20 
: 66,760,770.19 


726,038.07 $ 90,665,259.46 
. § 5,699,626.57 
389,507.08 
1,503,456.82 
Loans 1,959,729.86 

1,142,518.10 10,694,838.43 

608,612.58 

1.00 

60,000.00 

213,076.61 

16,125.00 

8,516.23 





_$102,266,429.31 


$ 4,063,951.05 
5,638,935.45 
176,205.56 
89,447,449.21 


$ 99,326,541.27 


ae i 169,328.72 
$ 1,000,000.00 
1,000,000.00 
. 541,170.24 

; 213,264.08 2,754,434.32 
16,125.00 
_$102,266,429.31 


W. H. McDonnell 
James McHugh 
John Mueller 
Max Patinkin 


Lawder Jr. Adolph Quist 





$50,564,642.14 


$ 2,100,147.91 
2,543,71%61 


240,460.96 

44,404,751.54 $49,289,078.02 

80,695.79 
500,000.00 
425,000.00 
107,552.73 


162,315.60 1,194,868.33 


~ $50,564,642.14 





Elmer Harper 
Chester W. Kulp 
Roger Sheehy 


Korthauer 
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Postwar Regulation of Securities Market 


(Continued from page 1782) 
get this picture of the pressure of 
rising prices in this 1921-1931 pe- 
riod. 

It requires, of course, but a mo 
ment’s reflection to realize that if 
costs, payroll, raw materials rise 
50%, that it is necessary to have 
50% more funds tied up in busi- 
ness operations. Likewise, it is 
easy to realize that new plant and 
equipment will also require in- 
creasing capital investment. 

Now in this period, 1913 to 1920, 
the level of wholesale prices rose 
roughly 10%. In contrast, the in- 
dex of physical production re- 
mained almost. unchanged. Thus, 
we had a period in which we had, 
for all practical purposes, the fis- 
cal output of industry remaining 
constant and imposed upon it a 
10% price increase. The effect of 
that situation upon all phases of 
the security market is quite evi- 
dent. Increase in bank loans, in- 
crease in issues, especially com 
ing out after the war, volume of 
security, flotations of bank loans 
paralleling the 10% price increase 
while the physical output of indus- 
try remained relatively constant. 


Money Market in ’30’s 


Now, we go to the ’30’s and 
there we found the _ physica! 
volume of industry declining but 
at the same time prices declining 
and we found a growing feeling 
that a certain eclipse was throw 
ing a shadow across the opera 
tions of the money markets. And, 
there, with philosophies that this 
was not temporary, that our in- 
dustry, that our society, had 
reached a stage of maturity in 
which business could finance it 
self largely out of its own earn 
ings, 1930 was taken as a model 
if it were a norm. 


Well, the outbreak of the war 
changed the situation of the 1930’s 
immediately. But the change was 
not clearly indicated to many peo- 
ple because of the many ways, di- 
rect and indirect, by which the 
government was meeting the phys- 
ical needs of business during the 
war, by supplying government- 
owned buildings and government- 
owned plants. Also, business- 
men had certain economies in 
physical matters resulting from 
the fact they were dealing with 
one and not with thousands of 
customers. 

Our studies led us to believe 
that as the government retired 
from financing and _ purchasing 
fields, and as consumer demands 
for peace-time products asserted 
themselves, there would be a need 
for funds in a generous quantity 
from all security fields including 
banks, security exchanges and all. 


Security Regulation 


We then turned to an examina 
tion of security regulation. I will 
read from the book the statement 
which recites an examination of 
the regulation. The first sentence 
refers to what has gone before. It 
says, “In any case there can be 











little disagreement that one of the 
most important requirements of 
the postwar period is a healthy 
and expeditiously functioning 
capital market. Only thus can we 
hope to maintain a high level of 
employment and realize the rapid 
increase in production and stand- 
ards of living of which we are 
technically capable. The imme- 
diate task, therefore, is to remove 
any obstacles which prevent or 
retard the employ of funds into 
new capital investment, at the 
same time of course, with due re- 
gard to the interest of the in- 
vesting public.” 


Now, we did assume that in any 
system of regulation the interests 
of the investor should be the pri- 
mary consideration. But, and this 
is the real problem, how far can 
you go in protecting the investor 
by law without too seriously im-— 
pairing the necessary functioning 
of the capital market. And I 
would underline “necessary func-— 
tioning of a capitalist market.” 


Indeed, if regulation goes very 
far, I am afraid, in determining 
what is sound and what is un- 
sound, it really must determine 
the exposive possibilities of all 
expansive periods at their birth to 
anticipate the future. Neither 
laws nor men are that wise. And 
perhaps even worse, if you at- 
tempt to go very far with that it 
will envelop you in controls and 
controls and controls which will 
prove not only inconsistent with 
private enterprise but which can 
become so detailed and cumber 
some so as to impoverish eco. 
nomic enterprise whether capi- 
talist or otherwise. 


Recommendations 


Well, perhaps, at this point I 
should turn roughly to the rec— 
ommendations. Maybe you have 
read them, maybe you haven’t. I 
will run through them very hur- 
riedly. O appreciate your time 
is limited. The issue, “Should 
Regulation Go Beyond Preventing 
Fraud and Requiring Adequate 
Information?” Our point of view 
was it can be. It is expressed very 
well by quoting President Roose-— 
velt who said, “In recommending 
the Act to Congress, the Federal 
Government cannot and should 
not take any action which might 
be construed as approving or 
guaranteeing the newly issued 
securities as sound in the sense 
their value will be maintained or 
that the properties which they 
represent will earn profit.” 

Now you'may say many mem-— 
bers of the SEC will agree utter- 
ly with that statement. They 
claim they have in no sense de- 
viated from the spirit of that 
statement. We think we found 
some evidence to lead one to rea-— 
sonably disagree with them, par- 
ticularly, in the early days of the 
functioning of the SEC. 


Competitive Bidding 
The second issue, “Should Com-— 
petitive Bidding Be Required for 
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of this Bank 


Wish to extend greetings, and to 
express appreciation for the work 
done by the Association in the 
interest of sound banking. 


COMMERCIAL TRUST Co. 
OF NEW JERSEY 


Jersey City, N. J. 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


and Directors 


William J. Field, President. 


Surplus $4,000,000 





All Classes of Issues?” We con-— 
cluded that it should not be com— 
pulsory for all types of issues; 
that no hard and fast rule should 
be laid down in view of the rela— 
tive strength, and also, the rela-— 
tive weaknesses of both the com- 
petitive and the closed type of 
bidding. Moreover, there is a 
point that these things change as 
they act and behave. You can 
have a period of competitive bid— 
ding when interest rates are eas-— 
ing slightly and the underwriter 
gets out all right, the customer 
gets out all right, security rises in 
price and nobody particularly 
complains ar worries about com- 
petitive bidding. 

You can have a period when in— 
terest rates tend to firm a little 
bit and the underwriter doesn’t 
have the advantage of an easy in- 
terest rate situation. Then you 
not only find the security hard to 
dispose of, the purchaser may 
find a decline somewhat in price, 
and you may help to tie up the 
general market. Our feeling is 
that both types can be defended 
for particular situations. 


Price Stabilization During 
Flotation 


“Should Stabilization Be Per. 
mitted During the Period of Flo~ 
tation?” In view of the safe 
guards thrown around the trading 
of exchanges, especially during 
the admirable leadership of Emil 
Schram, we saw no particular 
reason why that institution would 
be badly abused. 


“Should the Several Investment 
Functions Be Segregated?” That 
is, separate your house of origina~ 
tion from underwriting, from pur 
chasing and _ distribution. We 
think that those suggestions that 
have been made by certain speak 
ers from time to time are prac-— 
tical. 


Is private placement desirable? 
Our conclusion is, that it can 
serve a function in raising capital 
but that we feel the direct place— 
ment should be permitted to the 
same regulations as public offer- 
ing. 

I won’t take time to go into that 
point of view. I know some of 
you may disagree with it, but I 
will leave it to you to read the 
book. 


Decentralization of Investment 
Banking 


“Should Attempts Be Made, as 
suggested by William O. Douglas, 
Chairman of the Commission, to 
Decentralize the Investment Bank- 
ing System?” Our feeling was in 
view of the set up of the char- 
acter of American business enter- 
prise and the abundance of funds 
which have been available in lat- 
ter years, and the adaptation 
which investment banking has 
been making to accommodate the 
needs of medium and small size 
business, we see no reason at 
present for attempting to force 
greater decentralization. 


Simplication of Regulation 


We then took up the question of 
simplifying security regulation, 
which is rather technical. I might 
call your attention to the fact 
that in the original draft of the 
security regulation it exempted 
from its provision not only rail- 
roads but public security utility. 

In view of the fact of the de~- 
velopment of the holding com- 
pany situation, the increased con- 
trol that states have taken over 
operating companies, and in fact 
the laws of most leading states 
exempt from regulation of secur- 
ity public utilities, corporations 
regulated by state and Federal 
commissions listed on recognized 
stock exchanges and legal invest- 
ment, we though a similar sug- 
gestion might be adopted by the 
Federal Government. 


We took up the matter of the 
duplication in statement. You are 

















familiar with that. “The Question 


Waiting Period.” We felt that the 
provisions of the Security Act re— 
garding solicitation through the 
waiting period should be modi- 
fied so as to permit acquaintance 
and expression and attitudes of 
interest, although, the actual sale 
of securities may be deferred. 
“Labor and Salaries.” “Cost 
of Production.” 

Wages and salaries constitute 
some 70% of the total national in 
come. If you cannot liquidate 
agricultural prices seriously; or 
if you cannot liquidate labor costs 
seriously, you are going to have 
a high cost structure and a high 
price structure. Now, it is true, in 
time, technological improvement 
can offset some of those factors, 
lowering costs, but it is our feel- 
ing, for the period which lies 
ahead, there is not going to be a 
serious liquidation of the price 
structure. 

I have already gone a half- 
hour. If you will excuse me, I 
will just jump and make one 
more point in closing. 


Importance of Cost Structure 


This cost structure, this situa-— 
tion for which we needa healthy, 
functioning market, is even more 
important when we consider the 
present situation with respect to 
savings. There is a tendency, of 
course, for aggregate savings to 
increase at national income ex 
pense. 


In recent years, however, the 
increase in income has been pri 
marily in the lower levels where 
the proportion saved is relatively 
low. At the same time, the high 
income groups have faced high 
taxes. which have greatly restrict 
ed the potential income among 
that group. Now, the great bulk 
of the population in which savings 
seem to be shifting, channel their 
savings customarily through in 
surance, savings banks, and social 
security funds. These funds, in 
turn, are invested by these insti 
tutions and are not available for 
equity purchase. 

There is need for taking notice 
of this postwar situation. Costs 
have been rising. Our estimate 
was that costs, and that means 
selling prices, will emerge in the 
postwar period roughly 40 to 
60% above what they were in 
1940. Now, that is a high level of 
cost, and it brings in a big prob 
lem of finaneing. It is our opin- 
ion, also, that this cost siructure 
and prices are likely to remain 
about in these levels, 40 to 60% 
above 1940. If you stop for a mo- 
ment to ask yourselves a question, 
“Well, can’t these costs be liqui 
dated?” your next question is, 
“Can you liquidate costs?” “Will 
you liquidate labor costs?” 
An organized labor movement 
now totals 15 millfon people in 
contrast to five million at the 
end of the last war, and a political 
situation which makes politicians 
receptive to votes, a strange thing, 
gives this group power to resist 
any serious liquidation. 

Turn to another field of cost, 
agricultural prices. It has been in 
the main above parity, well above 
parity. We have already prom- 
ised to support them at 90% of 
parity two years after the war, 
9214% in the case of cotton, and 
there is enough political pressure 
to*suggest that, perhaps, instead 
of reducing those support levels, 
we may increase it or we may iIn- 
crease the period of time in which 
the Government will rush to the 
support of that price structure. 


Liability of Issuers and 
Underwriters 


Finally, we turn to the question 
of “Liability,” pointing out that 
the burden of proof rests upon the 
defendant; that the provisions 
also apply to misstatements in the 
reports of a company required 
under the Act. That the director 
may be liable even if he did not 
sign the registration statement or 
even know of its existence. We 
thought it would be reasonable 
that a party should have the right 





of the Wating Period and What 
Should Be Permitted During the 





to set up as a defense against its 


know or did not have a reason~ 
able basis for believing the facts 
stated to be untrue. 


Now, I don’t suppose that these 
recommendations meet with your 
uniform approval. I only know 
that they are honest and that no 
influence was brought to bear 
upon the writers from any source 
whatsoever. 


__I should like to warn that even 
if you should at any given mo- 
ment of time evolve a proper sys- 
tem of control over the securities 
markets, times, conditions change, 
and you will continue to have 
problems as new situations arise. 
So it is a problem which cannot 
be settled once and for all, but 
our outstanding purpose was to 
call attention to the fact that we 
need the securities markets. We 
need them to be operating in a 
healthy condition. 


_We, thus, arrive at the possi- 
bility that aggregate money sav- 
ings may be expanded relatively 
to consumption, while at the same 
time the amount of savings funds 
available for investments in new 
securities may be quite limited. 
In other words, we may be in a 
situation where we have a rela~ 
tively large aggregate of savings 
and at the same time a relatively 
small supply of equity money. In 
that situation, you see the prob- 
lem of the investment banker 
and the need to look toward tap-~- 
ping a greater portion of the in~ 
come group, whose savings, other- 
wise, will not be available to the 
investment market. This situa— 
tion may, of course, affect inter-— 
est rates a bit and the price of 
money. The more important con- 
cern, however, is that we need to 
keep the security markets, the 
securities field, the money market 
free from any semblance of mis- 
conduct. While, at the same time, 
we reexamine the security legis-~ 
lation of the 1930’s in a detached 
manner, asking ourselves a ques~- 
tion whether there is duplication 
and overlapping of controls and 
unnecessary multiplication of de- 
tails, so that cumbersome situa- 
tions arise which hamper a broad~ 
functinging of a healthy invest~- 
ment market. 

Chas. Slaughter & Go. 

h ; if S ° Kl ' 

Charles Slaughter & Co. 66 
Beaver Street, New York City, 
members of the New York Stock 
Fxchange, announce that Serguis 
Klotz has joined the firm as a 
general partner. For the last year 
Mr. Klotz has been associated 
with Glore, Forgan & Co. and 
prior to that served as a lieuten- 
ant on the Headquarters Staff of 
Admiral E. J. King. 

Mr. Klotz has spent much of 
his investment career in the Far 
East. He became a partner in 
Swan, Culbertson & Fritz in 1934 
and from 1933 to 1940 he man-~ 
aged that firm’s office in Manila. 
He played a leading part in the 
development of the Manila Stock 
Exchange and served as its Presi- 
dent from 1938 to 1940, when he 
became manager of his firm’s 
Shanghai office. Foreseeing war, 
Mr. Klotz left the Orient in 1941. 
After a year with the U. S. Treas- 
ury Department, he joined the 
Navy. 

Having graduated in 1929 from 
Stanford University, where he 
majored in economics, Mr. Klotz 
entered the investment business 
by joining Conrad, Bruce & Co. 
in his hometown of San Fran- 
cisco. 

His admission to partnership in 
Charles Slaughter & Co. was pre- 
viously reported in the “Chron- 
icle’’ of September 26th. 

ERP — 


Frankenbush to Admit 


Frankenbush & Co., 25 Broad 
Street, New York City, members 
of the New York Stock Exchange, 
will admit Henry Leon to limited 














liability the proof he did not 





partnership in the firm on Oct. 17. 
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Some Aspects of Investment Banking 


(Continued from page 1783) 
when accumulated savings were 
available for investment in busi- 
ness ventures—that was in the 
last quarter of the 19th century. 

With the recent example of a 
drop of 40 points in a new issue 
of Preferred Stock after the re- 
moval of price limitations, one 
might believe that the ability to 
price an issue (an ability which a 
dealer with his experience would 
be expected to have) is the most 
important aspect of the invest- 
ment banking business. 

However, there are other im- 
portant phases from the long term 
view, and with the thought that 
some dealers will continue in the 
field of investment banking, it 
might be helpful to note what is 
involved. 


Functions of Investment 
Banking 


As you know, investment bank- 


- ing includes three separate and 


successive functions. The first is 
Origination. Then comes Under- 
writing, and thirdly Distribution. 

The orginating function in- 
cludes the following operations: 

First—Discovery. The locating 
or finding of a corporation that 
can use capital funds. Little time 
meed be spent on this as you all 
are hearing about deals from the 
many “bird dogs” who are in the 
street. 

But the second operation—In- 
vestigation—deserves more atten- 
tion. By Investigation I mean that 
examination into such facts as the 
corporation’s financial position, its 
management, the condition of its 
physical properties, products man- 
ufactured and the demand there- 
for, the industry itself with its 
competitive conditions, which en- 
ables us to test the investment 
credit of the corporation. Some- 
times this phase has been mini- 
mized in a haste to bring the is- 
sue out. 

It is too early to appraise the 
result of the past easy money 
market but I am convinced of one 
fact—that had it not been for the 
registration requirements of the 
Securities Act of 1933 many Sept. 
30 balance sheets submitted to the 
SEC would have shown some 
actual and contingent liabilities 
arising from underwriting. As 
SEC Chairmar James J. Caffrey 
pointed out in his initial address 
at the State Securities Adminis- 
trators’ dinner— 

“The care of the (SEC) Staff in 
processing registration statements 
ain advance of effectiveness has a 
tendency to protect those filing 
statements and bearing liability 
as well as to protect investors.” 

But the fact that there has been 
filed, as required by law, a regis- 
tration statement which has be- 
come effective by action of the 
Commission does not afford a de- 
fense to the investment banker 
when he is sued because of a false 
or misleading statement. Now, 
whether you originate as the prin- 
cipal underwriter or merely take 
a position in the: underwriting 
group, you must be able to prove 
affirmatively that you had 


“after reasonable _ investigation, 


, reason2ble ground to believe and 


did believe” 


that the statements made in the 
registration statement 


“were true and that there was no 
omission te state a material fact 
required to be stated therein or 
mecessary to make the statements 
therein not misleading.” 


Investigation 


Accordingly. Investigation—the 
second operation in the origina- 
tion function of investment bank- 
ing should not be passed over 
lightly. You might find that the 
president has been convicted of 
crime that the corporation mistak- 
enly believes it owns a certain 
franchise, that there is a techno- 
logical change in the industry 
which will make the apparently 


important processes or products of 
the corporation obsolete, that 
there has ben a sharp reversal in 
the trend of profits, that substan- 
tial wage increases have been re- 
cently granted, or that contracts 
for primary raw materials will 
not be renewed. 

Besides learning the facts about 
the corporation and its position 
in the industry, you have also 
during this investigation period 
an opportunity to make sugges- 
tions which will strengthen the 
corporation and protect the in- 
vestor. For example — Can the 
Board of Directors be improved? 
—- Is it stacked with officers pass- 
ing on their own acts?—Do the in- 
siders have supply or service con- 
tracts that might better be ter- 
minated or absorbed? Such an 
inquiry is particularly true when 
the closed corporation seeks pub- 
lic money for the first time. You 
will invariably find that for tax 
or price control reasons there are 
separate entities performing acts 
which the corporation itself might 
do. In one case, the corporation 
leased its factory from a company 
controlled by the insiders and de- 
livered all its products by trucks 
hired by another company owned 
by the insiders. As part of the 
tightening up process prior to fi- 
nancing, the corporation that pro- 
posed new financing obtained a 
new lease with option to purchase 
the factory and obtained an option 
to purchase the trucks. 


Negotiation 


After such an examination you 
are better prepared for the last 
operation of the origination func- 
tion of investment banking — that 
is, Negotiation — which is the 
process which determines the 
amount, the price, and the terms 
of the proposed issue. 

You now know the amount of 
capital the corporation may prof- 
itably use in the business and the 
purposes for which it will be ex- 
pended. As a result of your ex- 
amination into the business and 
the industry you are better able 
to determine a price — not wholly 
what price the public will pay 
but what price will be justified 
by reasonably expected earnings 
and dividend payments. Lasily, 
you are better equipped to de- 
cide the terms of the proposed 
issue. 

In line with your responsibility, 
you size up the situation from the 
point of view of the investor to 
whom the issue will be offered. 
You have determined what pro- 
tective features should be em- 
bodied in the certificate of incor- 
poration or “the by-laws. If it is 
a preferred stock, you may wish 
to provide for a sinking fund of 
certain percent of net profits to 
redeem the preferred, to condition 
salary increases upon the approval 
by a certain percentage of the 
preferred, to prohibit the corpo- 
ration from purchasing any of its 
preferred (in the event of a de- 
fault in payment of dividends), 
and to provide for voting power. 

In so many ways it is possible 
for you, as the sponsor of an is- 
sue, to strengthen the picture 
prior to the public offering. The 
action you take may not only 
make the issue more salable but 
save you grief in the future. 


Underwriting 


The second function of invest- 
ment banking is the Underwriting, 
This involves an agreement to ob- 
tain the required capital and the 
agreement may take the form of 
an outright purchase, such as in 
competitive bidding situations, or 
a best efforts commitment. To my 
mind, the fairest agreement to 
both parties is one where the firm 
agrees it will be bound to purchase 
the issue on, say, the tenth day 
after the registration statement 
becomes effective. Such an agree- 
ment enables the firm to test its 
analysis of the market by offering 








\(not public advertising) the se-; 


‘curities. It is only after the effect- 


ive date that you may offer the 
securities*although you are per- 
mitted and apparently expected 
during the pendancy of the state- 
ment (while it is in registration) 
to circulate informative data, in- 
cluding a prospectus’ properly 
marked to state that no orders 
will be accepted. On this point you 
will find helpful Mr. Caffrey’s 
recent address. As a good rule of 
thumb, send out a “red herring” 
prospectus only when it reflects 
changes made in that amendment 
to the registration statement 
which is responsive to the SEC’s 
letter of deficiencies. 

Just one further thought on the 
underwriting function of invest- 
ment banking. A well-drawn 
agreement will contain a provi- 
sion to the effect that in the event 
of certain calamities occurring 
prior to the payment date (which 
may be many days after the day 
upon which you are committed to 
purchase the issue) the firm may 
withdraw from the underwriting. 

Thus, there will be two “‘outs”— 
the first to be exercised prior to 
the commitment date because of 
market conditions, and the second 
to be exercised prior to the pay- 
ment date because of a calamity— 
such as a hurricane destroying the 
corporation’s plant. 


The last function of investment 
banking is Distribution the 
entire process by which the orig- 
inated and underwritten issue is 
offered and disposed of to the 
public. The first step is the for- 
mation of a selling group (in 
which the underwriters may be 
included) composed of retail 
dealers who do not participate in 
the underwriting agreement but 
who assume the risk in merchan- 
dising the amount of securities 
alloted to them at a stipulated 
price — the public offering price 
less a certain fixed discount. 

As you have noted, the trend 
today is to have larger under- 
writing groups. Many dealers who 
formerly participated only on sell- 
ing group terms have undertaken 
the underwriting task. When in- 
vited to join as an underwriter, 
remember that your position as 
an underwriter will vary from 
that of a dealer in that— 


(1) As an underwriter you must 
be able to prove that you 
made a reasonable investiga- 
tion and that after such inves- 
tigation you had reasonable 
ground to believe the registra- 
tion statement was correct 
and complete; 


As an underwriter you may 
be sued if the registration 
statement was not correct and 
complete and sued by one 
who purchased the issue from 
another person. However, it 
would appear that your total 
liability is, generally speak- 
ing. limited to the total offer- 
ing price of the securities 
underwritten by you and dis- 
tributed to the public. Thus, 
if you are an _ underwriter 
with respect to 5,000 shares 
out of 200,000 shares offered 
to the public at 20 per share, 
your total liability is $100,- 
000. 


The “After-Market” 


The second step in Distribution 
may be a stabilizing operation and 
the last step is the “after-market.” 
You will again hear more about 
stabilization, and it is a subject 
upon which a series of talks could 
be given. As to the “after-mar- 
ket,” the chances are that it will 
be to your credit if the issue has 
been bought right and properly 
placed with investors and not 
free-riders put in for a quick turn. 


To conclude, I should like to re- 
state that while proper pricing an 
issue is very important, there are 
other important aspects of invest- 
ment banking, such as the Investi- 
gation operation in Origination. 
Make sure of the facts 


r 
(2) 


strengthen the general corporate 
organization. so. that..five years 
after the financing you will be 
proud to hear the name of the cor- 
poration which obtained capital 
funds through your firm. 


More and Balanced 
Production: Harriman 


(Continued from page 1785) 
of the people of this country, I 
know we can meet and solve these 
problems. 

We have been finding serious 
shortages of basic materials and 
of products and commodities. To 
overcome these conditions, pro- 
duction—more and balanced pro- 
duction—in all these lines is of 
fundamental importance. During 
the war the people of this country 
showed their ability to attain 
enormous productivity and to de- 
velop through science new won- 
derful products and methods now 
available for peace. Our basic 
problem now is to direct our abil- 
ities to production to meet the 
peacetime needs of all of our peo- 
ple and, through trade and sound 
financial assistance, to enable the 
people of other countries to re- 
build the disastrous destruction 
of the war, increase their standard 
of living, and thereby provide ex- 
panded markets for our products. 


Stable and rising production is 
the only way to maintain a high 
level of employment as well as 
to have available more goods for 
the security and better life of 
everyone. More and steady pro- 
duction is the most solid founda- 
tion for the prosperity of this 
country as well as the peace of 
the world. People the world over 
are looking to us for leadership 
in solving the economic as well as 
the political problems that face 
us all. 


There is, I believe, little differ- 
ence of opinion in the United 
States as to these fundamental 
objectives, but there are naturally 
wide disagreements as to the 
methods by which they can or 
should be attained. The Depart- 
ment of Commerce has at its basic 
responsibility to assist the sound 
development of the _ industry, 
production and trade of the United 
States. It has the obligation to 
play its part in carrying out the 
policies of the qeongress, to co- 








operate with other Departments 
and agencies of the government 
to meet these fundamental objec— 
tives. The Department of Com- 
merce must, too, render all the 
assistance within its power to aid 
business in the United States, par- 
ticularly small business, in taking 
advantage of the opportunities 
which exist to meet the needs of 
the people. 

Patience and good will on all 
sides, as well as clarity about our 
central objectives, is of prime 
importance. We must all earnest- 
ly attempt to understand the point 
of view and problems of other 
individuals and groups and par- 
ticularly we must not take advan- 
tage of the present dislocations 
to further unfairly our own spe- 
cial interests. The welfare of the 
country as a whole is of overriding 
importance to each of us. I do 
not, I think, minimize the diffi-— 
culties, but I have faith that we 
can and will deal with them 
effectively. 


Paine, Webber Opens 
Los Angeles Branch 


LOS ANGELES, CALIF. — 
Paine, Webber, Jackson & Curtis, 
nationally established investment 
brokers and underwriters, an- 
neunces the opening of an office 
at 626 South Spring Street. 

Frank L. Patty, with a back- 
ground of 15 years in the invest— 
ment business in California and @ 
veteran of four years’ service in 
the Navy, is resident manager. As— 
sisting him is Stevens Manning 
who has been connected’ with the 
investment business in California 
for 18 years. 

Paine, Webber, Jackson & Cur- 
tis is one.of.the oldest investment 
banking firms in the country. 
From a modest beginning in Bes— 
ton in 1879, it has expanded inte 
23 offices located in 12 states. It 
has memberships in the New York 
Stock Exchange and other princi- 
pal stock and commodity ex- 
changes. In addition to regular 
stock exchange business, the firm 


has one of the largest organiza- 
tions in the country for the distri- 
bution of new security issues and 
issues not traded on any stock ex- 
change. ; 
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estates and funds belonging to the indi- 
vidual is not merely the business of one 
department among many. This com- 
pany specializes in serving, the indi- 


vidual in banking and trust accounts. 


For 56 years we have specialized in per- 
sonal service. Many of our customers 
bring their accounts here at the sugges- 
tion of friends or relatives whom we | 
have long served. 
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“Our Reporter on Governments” 


By JOHN T. CHIPPENDALE, JR. 


The government securities markets have been displaying a much 
improved tone, as prices moved out of recent trading ranges, due to 
the increased demand for issues, from practically all institutional in- 
vestors. ... Probably the most important factor in starting the up- 
trend in prices was the demand for the longest bank eligible 2%s 
and the newly eligible 2%s, from out-of-town banks that needed 
income to offset rapidly increasing operating costs. . . . The psy- 
chology of fear and uncertainty that had gripped the market seems 
to have been broken, at least temporarily, because the need for in- 
come among some of the smaller commercial banks became important 
enough to have resulted in their acquisition of obligations, principally 
in the longer intermediates and longer-term maturities. . . . Com- 
mercial banks with savings deposits were reported to have been 
buyers of the longest maturities of the eligibles... . A good demand 
was also in evidence for the partially exempt obligations, which have 
been lagging behind the taxable issues, despite a more favorable 
tax-free yield, than is available in comparable maturities of the 
taxables.... 

It is indicated that a few of the larger banks came into the 
market recently and cleaned. up the remaining partially exempts 
that had been seeking buyers. ... This resulted in prices moving 
ahead despite selling by the insurance companies and to a lesser 
extent the savings banks... . 


NEW BUYING 


The restricted obligations went up in price as non-bank in- 
vestors showed a real desire to build up holdings at yields that not 
so long ago would have been considered very attractive. . . . These 
institutions, principally the life insurance companies, according to 
reports, were not only shifting holdings, but also putting new funds 
into the market... . Partially exempt obligations as well as the longer 
intermediate maturities of the taxable eligibles and the longest-term 
bank issues were being sold and the proceeds put to work largely in 
the longest restricted 242s and 2%s.... 


It seems as though non-bank investers have also decided to 
move out of some of the short-term issues they had acquired. .. . 
These holdings have been estimated to be in the neighborhood of 
$1 billions and were to have been used largely to purchase a new 
issue of bonds, which had been expected near the end of the 
year.... 

The statement of the Treasury Secretary that no new bond issue 
is to be floated at this time no doubt was responsible for the use of 
funds and securities that had previously been earmarked for new 
Treasury financing... . 

The 2%,% due 1956/59 are meeting a good reception from the 
commercial banks, which institutions according to reports have been 
taking on sizable amounts of this bond. . . . Not only new money 
but also the proceeds from sales of shorter maturities are being put 
into the recently eligible 2%s. ... The 142% due 1950, according to 
—— are being sold and the proceeds reinvested in the long- 

m 2s... 


INCREASE IN TRADING EXPECTED 
Although it is not expected that there will be any wild rush to 
acquire securities, as in the past, a much more active trading market 
is looked for, provided there are no drastic changes in economic con- 
ditions. .. . Assuming that there will be no boom and bust, it is be- 
lieved in some quarters that the government securities markets for 
about the next year are likely to be under the influences of shiftings 
in holdings by the cemmercial banks... . 
These institutions, particularly the smaller banks, are facing 
increased operating expenses, and with loans not increasing, as 


they are in the larger city banks, must find ways to build up in- 
come to offset these higher costs. ... 


One means of doing this is by extending maturities in order to 
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get a. ldrger rate of return. . . . Likewise it is realized that profits 
from bond trading will be very small from now on, if not eliminated 
almost entirely. * . 


ANOTHER IMPORTANT FACTOR 


Also the movement of deposits is going to have an important 
bearing on the investment policies of the commercial banks... . 
Many of these institutions, in war centers that had expected a siz- 
able decrease in deposits, and made preparations to meet such con- 


ditions by the purchase of short-term securities, have come to realize 
now that these deposits are not likely to move to other centers, but 
will be a permanent part of the deposits of their institutions. . . 

Under such conditions, with deposits likely to remain in the immedi- 


ate locality, there is not the same need for short-term securities. . 
This will no doubt lead to a lengthening of maturities in order to 


build up income, which has not been helped by the large holdings 
of low income short-term securities. ... 

Reports are prevalent in the financial district that banks in 
certain of the Pacific Coast war centers have recently been buy- 
ers of the longest eligible bonds, with funds that previously had 


been invested in short-term issues, which were being held as a 
protection against deposit withdrawals... . 


LONG-TERMS SEEN FAVORED 

With indicziions that there will be no changes in the rate 
structure, unless there should be a drastic inflationary trend, it is 
believed that there will be a tendency particularly among the smaller 
commercial banks to switch from the shorter maturities of the tax- 
able 2s in the longer maturities of these same 2s and from the longer 
intermediate-term 2s into the 2%s and 2%4s.... 

There are very large holdings by the deposit banks in the 
shorter maturities of the 2s and with deposits likely to be quite 
permanent, which should allow a lengthening of maturities to im- 
prove income, it is expected that these institutions will move out 
of the shorter maturities of 2s into the longer-term bonds, before 
there is a loss vf premium by the nearer-term maturities. .. . 

This shifting of maturities will mean a good trading market, but 
fluctuations are not expected to be too wide... . The large banks in 
New York City and Chicago will most likely be the buyers of the 
shorter-term bonds that will be sold by the smaller banks, because 
the nature of the business carried on by the large eity banks makes 
these short-term issues attractive to-them. . 


TREASURY’S MOVE? 

What the Treasury will do the rest of the year in connection with 
maturing obligations is still purely conjecture, because it is indicated 
that the monetary authorities still have an open mind on this situa- 
tion, although some decision on Nov. 1 maturities will be forth- 
coming in the very near future. . . . One. ofthe» factors that no 
doubt will have an effect.on the future financing policy of the Treas- 
ury will be the flotation of securities by the In ernational Bank... .. 
It is not likely that the government will be in the market when the 
securities of the World Bank are being offered. . » 

Also it is believed that the government will not be engaged 
in financing operations if holders of the longersterm ineligible 
issues should be seeking to dispose of these obligations in order 
to obtain funds for business needs. . . . Business conditions and 
trends of prices also will have an important bearing on future 
Treasury financing policy. . . . Economic conditions will be 
watched very carefully and adverse developments will no doubt 
bring abrupt changes in monetary policy. 





} 





Observations 


(Continued from page 1781) 


team was, of course, necessitated by that annoying matter of Hitler's 
invasion of their country. 
os 





without much rhyme or reason. Hitler’s pleas for “Living Room” 
(Lebensraum) were laughed off and seen as an obvious excuse for 
aggression. Yet Moscow’s (despite her possession of infinitely vaster 
territory) alleged need for inner, outer, and super-security belts, as 
an alibi for grabbing and infiltrating throughout Europe and Asia, is 
accepted as gospel by many of the same debunkers of Hitler. On 
Oct. 31, 1939, M. Molotov for the Soviet denounced Britain and France 
as the “aggressors” for continuing to fight after the fall of Poland. 
This followed Russia’s attack on and partitioning of Poland. Yet now 
German war criminals are about to hang fer the specific act of 
aggression against Poland. So if Hitler had not ruptured the Berlin- 
Moscow Alliance, and the war had still ended in his defeat, M. Molo- 
tov presumably also would now be awaiting the noose. 
* * *e 

Misuse of the term liberal is probably the most. widely practiced 
of all our misnomering. But the outburst in this week’s metro- 
politan “liberal” press against a political campaign, committee which 
deems to oppose the CIO-Political Action Committ electioneering 
for its candidates, evidently marks the reinstitution of a special dis- 
honest and cowardly, though effective, type of smear technique. Thus, 
for writing a rather routine solicitation of funds for_overcoming “the 
PAC purge,” General Robert E. Wood is castigated“by a New York 
evening newspapers as “anti-liberal,” an America _Firster, anti- 
Soviet, anti-UN, anti-British, anti-Roosevelt, ard anti-Semitic. All 
these unsavory people are represented as composing the part of the 
community which is nefariously plotting to overthrow “liberalism, 
liberty and democracy. The glaring logical error being in presuming 
to arrogate to labor and the Left-Wing, a monopoly in the practice 
of true liberalism. - : 

Our democratic system can, and does, weathér a great deal of 
abuse. But its resilience is not limitless. It must be realized that one 
of the very greatest threats endangering it is the demagogic, emo- 


ae we 





tional and rationalizing misuse of language. Words are dangerous 
weapons! :: 


The “Marriage” of 
Britain and the U. S. 
In Germany ; 


(Continued from page 1783) 
zone can supply luxury and semi- 
luxury goods desirable as exports 
to raise foreign exchange for Ger-— 
many’s self-support. 

“The most difficult problem of 
the bizonal merger is the degree 
of responsibility of the German 
Administration. The British have 
gone less far than the Americans 
in this regard heretofore. Until 
quite recently the Germans in the 
British Zone had only advisory 
capacities. Moreover, the British 
still have not all their laender set 
up. They have only one central 
economic office, which is really 


| British-directed. That is the Cen— 


tral Office for Economics at Min- 
den. During the last month, how— 
ever, the Germans in the UK zone 
have been getting more authority. 

“Admittedly, differences in 
viewpoint as to decartelization be- 
tween the British and American 
authorities are deep and long- 
term, but so far as economic 
aspects of the merger are con-— 
cerned, the decartelization ideas 
do not affect production or ex- 
ports. ’ 

“Among the Germans them— 
selves you have different ideas as 
to what should be done with in— 
dustry. In some areas, socializa— 
tion ideas are strong. For exam-— 
ple, in Greater Hesse in the U. S. 
Zone, in their constitution they 
have laid down such government 
policies as ownership of basic 
industries, banking and insurance. 
There is a similar trend in parts 
of the UK Zone. It is very strong 
in the Rhine and the Ruhr. It is 
an excuse for creating in effect 
tighter cartels than ever. For ex— 
ample, all the coal trade in the 
UK Zone is now subsidiary to the 
North German Coal Control at Es- 
sen. Yet we have been breaking 
up gartels in our zone. On this 
subject of decartelization, there— 
fore, we and the British at the 
outset of the merger have agreed 
to disagree. 

“The main aim of the merger 
is inereased output. We have 
broken up all Nazi organizations, 
Reich trade associations, and the 





Aggression is another concept bandied about the community | 


like, and permit voluntary assoe— 
| ciations only in an advisory ca- 
| pacity. These associations have 
|no part in the allocation of ma- 


'| terials or markets, as the cartels 


did. 

“The British in their zone 
started to use the associations for 
allocations, but now they have 
adopted our view on this subject. 


“A second merger problem is 
'to reconcile the different ideas 
on planning. As already noted, 


| the British have a tight planning 
system, whereas we favor plan- 
ning by such major commodities 
as steel, nonferrous metals, chemi-— 
cals. textiles, etc. 

“At present we are far from 
reaching the steel ceiling set in 
the level-of-industry pian, and 
we need coal. The steel ceiling 
won’t be reached in 1947, unfor— 
tunately.’ If, as Mr. Byrnes stated 
at Stuttgart recently, the Saar is 
written off, that part of Ger-— 
many’s steel capacity assigned 
originally to the Saar will go to 
the combined area. 

“Germany is just beginning 
again to make strides in the pro- 
duction of steel.” 


In connection with German 
ideas as to treatment of industry, 
banking, etc., the official quoted 


above observed that in the Rus- 
sian Zone of Germany the old 
banks had been replaced witn new 
State institutions. In the Ameri- 
can Zone not much has been done 
about banking. In each of the 
three laender are the remnants 
of the former private and central 
banking systems. Each of the 
laender has expressed a desire to 
have its own central bank. 
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Nuernberg Today — 


(Continued from first page) 
his nails in “the Palace” jail, 
where justice was meted out. 
Some here who have gone through 
the hell of concentration camps 
are already predicting that “it 
will be a_ political judgment, 
rather than a judicial one.” 

When the wives and families of 
many of the accused came from 
their last meetings at the jail, a 
small crowd ‘gathered to watch 
them enter a school building for 
their lunch. They were well- 
dressed, these Nazi wives and 
children. They looked very harm- 
less. Frau Goering and her 
daughter; Frau Doenitz; Frau 
Seyss-Inquart. There seemed, in 
the bright autumn sunshine, no 
connection between the soft fur 
cape worn by Frau von Schirach 
and the photographs of the skin- 
and-bone corpses before the cre- 
matorium of Mauthausen, which 
I had just seen; no relationship 
between the gaping jaws of the 
tortured and the spotless attire of 
Frau Funk, whose husband, al- 
though head of the Reichsbank, 
testified he knew nothing about 
the gold teeth the SS banked with 
that institution. 

Most people in Nuernberg are 
not so well attired as these fam- 
ilies. Even in the penetrating 
chill of the nights and. early 
mornings these days one sees 
young women outdoors dressed 
only in cheap housedresses, And 
many of the men still wear the 
Bavarian leather shorts, doubtless 
saving their longer trousers for 
the winter ahead. 

The women are mostly bare- 
legged, the people here indiffer- 
ently or poorly shod and clothed, 
many here, as elsewhere through- 
out Germany, pulling carts and 
otherwise acting as beasts of bur- 
den. Germany now is again a 
have-not nation. People are very 
busy, just keeping alive. It will 
be a long and hard road to any- 
thing resembling normalcy here.! 

Yet work is beginning—peace 
time work. The rubble is slowly 
being cleared away. Here and 
there bricklayers may be seen at 
their tasks, even in the midst of 
seemingly hopeless ruins. Fac- 
tories are starting to manufacture 
permitted goods, as circumstances 


} permit. 


} 





‘I went through a Nuernberg 


} plant the other day. Before the 


war this plant made 6,000 to 10,000 
autos a day. (Detroit papers 
please copy.) I went through the 
“assembly line.” I saw the auto 
bodies being stamped, the skilled 
workmen putting the parts to- 
gether, the paint shop where the 
cars were being sprayed with gay 
prewar colors. 


Contrast With Detroit 


This was not a factory to fright- 
en Detroit, however. It was one 
of Nuernberg’s toy factories, 
working with the encouragement 
of the American Office of Military 
Government in Berlin to produce 
something for export so that Ger- 
many may again commence to 
pay her own way in the world. 
But revival of this trade must 
surmount many tough problems. 


these problems as they seem to 
the German manufacturer that I 
called on Schreyer & Co., makers 
of “Schuco” toys. 


Toy Manufacturing Renewed 
These Nuernberg toys are no 


| ordinary playthings, by the way. 
‘(They represent a great amount of 
| jtechnical 


skill. Raw materials 
epresent only a small fraction of 
he cost of the finished product. I 





saw in this plant, for example, a 
small racing auto with real differ- 
ential gears and four shifts, in- 


“1An anachronism at the court- 
ouse gate was a large tourist bus 
om Berne, Switzerland, filled 
ith well-dressed healthy-looking 
ravellers. How such a _ busload 
got here is a passing marvel. 


cluding reverse. The _ steering 
wheel can be turned in any di- 
rection. 

I saw a mechanical motor boat 
which. when started on a table 
top will go right to the edge but 
refuses to fall on the floor. When 
it reaches the edge of the table, 
it simply stops dead. 

I saw a mechanical auto which 
starts and stops whenever told to 
do so. It works simply by the 
pressure of one’s breath on a del- 
icate mechanism. I saw a toy 
garage with a telephone on its 
outside well. One calls into the 
toy phone, the garage doors open, 
then at a command the toy car 
enters the garage by itself and 
the doors shut. 

™m another toy factory here I 
saw mechanical boats, toy steam 
rollers and steam engines of vari- 
ous kinds which work with real 
steam, a toy submarine which will 
submerge seven times in a single 
“eruise,’ ‘and other lilliputian 
marvels devised in this birthplace 
of the pocket timepiece. 


According to Mr. Alexander 
Girz, manager of the Schreyer 
plant, old customers from pre- 
boycott days are again evidencing 
their interest in “Schuco” toys. 
After the boycott had decimated 
the firm’s toy business, Schreyer 
became a war plant, making tele- 
phone equipment. Now it is oper- 
ating at one-fourth capacity, mak- 
ing household hardware for re- 
construction and toys on a small 
scale. In one year the firm hopes 
to reach its prewar toy capacity. 
But that depends on many things. 
“We have no peace yet, you 
know,” Mr. Girz sadly remarked. 
“What happens in this business 
doesn’t depend upon us.” Raw 
materials are extremely scarce. 
But the Germans have the know- 
how for this business. They can 
sell the above-mentioned racing 
car for two 6r three marks whole- 
sale. That would be 20 or 30 
American cents f.o.b., at the mil- 
itary rate of exchange. But there 
is no commercial rate of ex- 
change. 

Said Mr. Girz: “The most im- 
portant thing for us in Germany 
is to be able to import raw ma- 
terials. We need freedom to trade 
with other countries, we need a 
rate of exchange, and we need 
stabilization of the mark, both 
internally and externally. Finally, 
we need economic unification of 
Germany. 

“Before the war, for example, 
we bought our zine in Eastern 
Germany. Today, so far as I 
know, Germany gets no zinc from 
any source. We need in our toy 
business some Swedish steel. We 
need raw materials from Czecho- 
slovakia. We need wool for our 
dancing dolls and animals. 


“Until these matters are 


straightened out, we cannot look 
for a full revival of our toy busi- 


ness. Before the war we had 500 
workers. Now we have about 
150.” 


Mr. Girz has no home of his 
own, since the blitz. He lives at 
the plant in a part which was not 
bombed or burned. The plant had 
several fires during the war. 


Residential District Industrialized 


The factory buildings of the 
Gbr. Fleischmann in Nuernberg 
are in a part of the city which the 
uninitiated visitor might regard 
as almost entirely residential, an 
apartment - house neighborhood. 
Yet here are turned out mechan-— 
ical toys which are practically 
working models of modern ma- 
chines. “Before the war,” Mr. 
Fleischmann told me, “about 
three-fourths of our output of toys 
went abroad; and of that, half 
went to the United States. The 
anti-German boycott hit us very 
hard, before World War II. Our 
main problem, perhaps, is mate- 
rials. For a toy, the cost of the 
material is only a small part. On 
cur toys, such as boats and elec- 
tric trains, etc., there is a great 
deal of hand work. In the United 
States’such work is very costly. 
So even when the boycott was on 
one of your big New York depart- 
ment stores still bought some of 
our ships, because they could not 
get them elsewhere. 

“Our materials problem today 
is mostly that of brass and tin- 
plate. We can make a ‘steamer’ 
like this one, which is 25 centi- 
meters long, or about a foot and a 
half, for about seven marks today 
or only slightly more than before 
the war. That is the f.o.b. whole- 
sale price. We used to figure be- 
fore the war that the landed cost 
in New York was about double 
our export price. Such a boat 
used to sell at retail in New York 
for about five dollars. 


“We have arranged the sale of 
some toy boats, steam engines and 
trains to the United States Army 
Exchange Service for sale in 
Army PXs. Goods for export di- 
rect, we sell to OMGUS in Berlin. 
There is at present no other way 
to handle it. We need, of course, 
a dollar rate of exchange. If we 
are to do business with the United 
States again, we must once more 
find a way to contact our old cus 
tomers, with whom we have had 
no contact for about 10 years. Our 
customers should be able to send 
buyers to Germany. There is a 
market for our toys in the Amer- 
ican department stores and mail 
order houses. 


War Damage 
“When we lost the American 
market through the boycott we 
had to turn to other activities. 





During the war we were a war 





It was to learn something about | 
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plant, making cartridge belts for 
machine guns. About 60% of our 
factory was damaged during the 
war. Had it not been for our own 
water tanks in the yard, our 
pumps and fire-fighting organiza- 
tion, this plant would have been 
destroyed entirely. While the 
machines were heavily damaged, 
we saved all our tools. 


“We now employ about 120 per- 
sons, as compared with 250-300 
before the boycott. During the 
war we had as many as 320. One 
of our chief lacks today is skilled 
workers. And even the non- 
skilled workers are hard to get. 
A girl who gets a pack of cig- 
arettes worth 70 marks from a 
soldier isn’t attracted by a wage 
of 25 marks a week. 


“Patents are also a problem. 
Our patents registered abroad are 
now vested by the Allies. Even so, 
we feel that we can compete with 
American manufacturers when it 
comes to price. We have new 
ideas, as well, but for the present 
these blueprints merely remain 
locked up in the safe. Nobody 
here knows what he can do with 
new patents. 


Confiscatory Taxation 


“Taxes take today 90% of our 
earnings, just as if we had suf- 
fered no war damage, no bad 
debts for munitions delivered to 
the German government during 
the war, etc. One of our com- 
petitors tells me he is actually 
paying in taxes of all kinds 114% 
of.his company’s earnings.” 

According to one of the toy 
manufacturers here, the British 
Military Government will not con- 
sent to supplying from its zone of 
Germany an essential metal prod- 
uct needed in its business.—‘‘tem- 
perguss’”—if the metal is to be 
used to manufacture for export. 


Potential Competition 


Some British typewriter manu- 
facturers who were in Germany 
some time ago, I am told, ex- 
pressed concern at the prospect of 
German competition. They cal- 
culated that the Germans at the 
military rate of exchange for the 
mark could make a typewriter to 
sell in England for one pound 
sterling, as compared with a 
comparable’ British typewriter 
selling at seven pounds. Some 


Britishers are wondering whether 
Germany is to be the “Japan of 
the future. 

Now that the Nuernberg ver- 
dicts have been handed down the | 
Allied jurists will take up the 
“further proceedings,” those 
against industrialists and busi- 
ness men. Whether the first case 
to get to trial will be that of the 
Krupp empire or I. G. Farben is 
not yet decided. 


Joseph Herbst Joins 
Lawrence Printing Co. 


Joseph D. Herbst, after a long 
association in the financial com- 
munity, has joined the Lawrence 
Printing Company, Inc., 80 Green- 
wich Street, New York City, and 
will specialize in Wall Street 
Printing. 

Mr. Herbst was assistant treas- 
urer of Braham, McElroy & Co., 
Inc., in the Trading Department of 
J. L. Schiffman & Co., and the 
Cashier’s Department of Hirsch & 
Co. 

He participated in the Rhine- 
land and Central Europe Cam- 
paigns as a member of the 69th 
Infantry Division and also saw 
service with the 29th Infantry 
Division and the 78th Infantry 
Division. 








—_ 


Marshall Barlow VP of 
Robt. E. Schweser Go. 


OMAHA, NEB. — Marshall J. 
Barlow, formerly in the municipal 
bond business in Des Moines, 
Iowa, has been elected as Vice- 
President of Robert E. Schweser 
Company and will be in charge of 
the Municipal Buying Department, 

Mr. Barlow was formerly an 
officer of Carleton D. Beh Co. of 
Des Moines. His association with 
the Schweser Company was pre- 
viously reported in the “Chron- 
icle’” of September 26th. 


W. H. Bell & Co. Adds 
Four to NY Sales Staff 


W. H. Bell & Co. Incorporated, 
50 Broadway, New York City, an- 
nounces that Arthur J. Costy, 
Clinton W. Frasier, Fred G. Kuhl- 








man and Eli Urdang have joined 
the firm’s sales organization. 
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the Canadian dollar was appar- 
ently taken in desperate defense 
against mounting inflationary 
dangers outside the Dominion. In 
spite of previously announced in- 
tentions to preserve the 90 cent 
dollar on which foundation a 
stable Canadian economy had 
been laboriously built, a 10% de- 
fense was hastily employed to 
counter a 100% menace. Basic 
export industries were suddenly 
deprived of an existing advantage 
and were recompensed either by 
internal subsidy or by price in- 
creases which only serve still 
further to add to the external in- 
flationary forces pressing on the 
Canadian internal stability. 

Hitherto the fabric of the 
Canadian economy has been cau- 
tiously constructed from within 
and by dint of able management 
and careful control it has been 
largely insulated from undue ex- 
ternal influence. This policy suc- 
ceeded to the point that the Do- 
minion, in an economicaly trou- 
bled world, stood out as an oasis 
of stability. Reluctant as Canada 
was to maintain rigid exchange 
restrictions, the favorable results 
achieved with a minimum of det- 
riment to foreign interest proved 
the wisdom of this policy. 

Today the prospects for imme- 
diate universal relaxation of con- 
trols appear increasingly remote. 
Consequently the Canadian fears 
of a sudden overwhelming infla- 
tionary wave from south of the 
border could have been met by 
the temporary erection of. still 
higher barriers. Such a course of 
action would have met little crit- 
icism as the apparent immediate 
danger was monetarily very real. 
Greater than the embarrassing 
pressure of an accelerated specu- 
lative buying movement of Ca- 
nadian internal securities, was the 
risk of a tremendous outflow of 
goods at uneconomic prices. Just 
as additional temporary restric- 
tions could have been placed on 
security movements, in a similar 
way additional export controls 
could have been imposed to pre- 
vent an undue outflow of Ca- 
nadian commodities. 


As it is likely to transpire, the 
inflationary wave in this country 
has probably reached its peak 
and safeguards taken in the mean- 
time will probably be necessary 
only as a temporary measure. 
From the Canadian point of view 
however the problem of the pro- 
tection of the domestic economy 
should not be considered only 
from the angle of countering 
movements emanating from with- 
out. On the contrary the line of 
epproach should be in the direc- 
tion of bolstering the economy 
from within. 

Canada has achieved a prodig- 
ious volume of production in com- 
parison with the size of its popu- 
lation but it is unduly dependent 
on foreign markets in view of the 


thermore the Dominion’s newly 
developed industries have to rely 
to a large degree on the import 
from this country of necessary 
component parts. Consequently 
Canada is highly vulnerable to ex- 
ternal influences especially those 
emanating from her colossal neigh- 
bor to the South. 

Exchange manipulation and the 
erection of insulating barriers 
therefore provide only a tempo- 
rary solution. In order to correct 
the existing lack of balance and 
to build up a greater measure of 
economic independence Canadian 
long range policy will have to en- 
visage a definite immigration pol- 
icy and the means whereby Ca- 
nadian industry can function in- 
tegrally. Then only can Canada 
realize her high destiny and thus 
permit a fuller development of 
her unrivalled resources to the 
universal benefit. 

During the past week the se- 
curity markets continued their 
sluggish course. There was still 
no interest displayed in external 
bonds but internals still met a 
good demand. Purchases of inter- 
nal bonds however were offset by 
sales of stocks. The settlement of 
the steel strike which should fore- 
shadow the termination of the 
stoppages in other industries, was 
not a sufficiently powerful factor 
to strengthen the Canadian stock 
markets in face of the continued 
weakness here. 

While the Canadian dollar in 
the unofficial market remains at 
a sizable discount, internal bonds 
are still attractive for investment 
purposes. Thus the manipulation 
of the official rate has done little 
to check the external drain on 
internal securities, but if free 
funds were brought in line with 
the official rate then no doubt the 
outflow would be stemmed. 


New York Security 
Dealers Ass’n Dinner 


The New York Security Dealers 
Association held a dinner at the 
Waldorf Astoria Hotel on Oct. 8, 
following a closed meeting of the 
membership. 


Frank Dunne, Dunne & Co., 
chairman of the Public Relations 
Committee of the Association dis- 
cussed the proposals of the Securi- 
ties and Exchange Commission re- 
cently made regarding corpora- 
tions with 300 security holders and 
$3,000,000 in assets. 


Philip L. Carret, Carret, Gam- 
mons & Co., a member of the 
Board of Governors, also discussed 
the subject. 

The principal guest speaker was 
Allen MacDuffie, whose speech is 
printed elsewhere in this week’s 
issue of the Chronicle. 

Clarence E. Unterberg, C. E. 
Unterberg & Co., president of the 
Association, presided at the meet- 
ing. 


Maurice I. Pitou Dead 


Maurice I. Pitou, retired New 
York stock broker died at the age 
of 60. Mr. Pitou joined the brok- 
erage firm of Walker Brothers as 
a young man. He became a part- 
ner 20 years ago, and retired three 














small domestic consumption. Fur- 


years ago. 


The Stock B 


six weeks—the longer you stayed 
away from your business the big- 
ger the hballocn of personal ego 
became. We became vulnerable 
for the “tcuch” or “sock.” This 
has never been a business of easy 
money and never will be. Easy 
money is unhealthy and non-ap- 
preciated earnings. The hundred- 
penny dollar will always have to 
be earned. Yes, I guess we had 
it coming to us. 


Postwar Prosperity Vulnerable 


I have felt right along that we 
had skipped over the period of 
adjustment between War and 
Peace too blithely and quickly. A 
world-wide abortion of the nature 
of World War II has vast and far- 
reaching sociai and economic con- 
sequences that cannot be dis- 
missed lightly by blind. optimism. 
lt appears to me that this period 
of “prosperity,” so quickly en- 
tered upon, was all on blue-prints. 
Sixty million were employed and 
production was increasing. But I 
personally didn’t see the results of 
it. Did vou? 
Take a_ typical example —a 
small-parts manufacturer. The 
manufacturer of radio condensers, 
with prewar sales of a few thou- 
sand gets inflated ideas. The 
Army and Navy “E” flies from his 
factory flagstaff—and rightly so. 
He earned it then. But he now 
wishes to remain in the million- 
dollar sales bracket which ab- 
normal war work made possible 
for him. His blueprints read: 
Manufacture all the condensers, 
not alone the best. Enter into a 
complete program of the finished 
radio and compete directly with 
his own customers. Include the 
addition of several other lines: 
irons, heaters, fans, toasters. Many 
of these products he knew little 
about and had no business at- 
tempting to manufacture. It’s the 
way of the Americans—‘Hit firsi 
and reason later!” It pays off when 
it clicks. But you really have tu 
have it to come out a winner. 
All this reminds me of an an- 
swer I once gave a fellow going 
into business. On replying to his 
question, I recommended that he 
do so providing he had two bank- 
rolis—one for making mistakes. 
That’s the principal weakness of a 
jot of corporations today; new 
ventures without the required 
knowledge and capital to com- 
pensate for mistakes if things go 
wrong. 
With this obvious weakness in 
many industries and corporations, 
I believe that adjustments have to 
take place. That the majority of 
companies of small business and 
sales of prewar times will have to 
take their licking, swallow their 
pride, and set back to their nor- 
mal and true position in industry. 
Such a reversion, I believe, will 
create various conditions: Princi- 
pally, there will be a sudden 
cleaning out of inventories, par- 
ticularly those of an unfinished 
nature. Inventories in the hands 
of industry at present amount to 
$18,300,000,000 and thiscould prove 
to be a major item in earnings 
and production. But, to my rea- 
soning, the situation is top-heavy 
and I believe, though I am not 
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certain. that this is made up in 
large part of unfinished articles 
undated as to the completion pos- 
sibilities. 

I know, as you do, a cleaning 
out of this inventory will result in 
major losses. Lower assets equal 
lower values: Lower production 
means lower earnings and scant 
dividends. These truths are yard- 
sticks in our business and cannot 
be ignored. 

I feel that it could be that we 
will return to the period that was 


end ot the wer, but skipped over. 
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Why? What Next? 


(Continued from page 1784) 


employment rather than maintain 
sixty millions at jobs. 


How Long Will It Take to 
Readjust? 


How long will this take and 
last? I feel that it will all take 
hold quickly as to the adjust- 
ments by industry and that the 
period will be fairly brief, pos- 
sibly six to nine months. The ear- 
lier the necessary action is taken 
the sooner the upturn. But if ad- 
justments are necessary and in- 
dustry delays too long, the cost 
will be greater and the upturn 
delayed through the lack of work- 
ing capital depleted by carrying a 
costly problem too long. 

I believe that we can use as a 
measurement the business indices 
and the Dow averages. This yard- 
stick I have mentioned above is 
my own thought, and is not the 
product of charts or advisers. This 
is one time I hope I am wrong. 
Facts must be faced no matter 
how unpleasant. 


Prewar and Postwar 


Looking back, I feel that we 
were pulling out of the depression 
in 1942, the last year of normal 
business, without the effect of 
war work and its results. I be~ 
lieve the trend at that time was 
slowly upward. The low point in 
the averages then was approxi- 
mately 92. I believe that without 
the war that progress would have 
been made. It is also a fact that 
progress and wealth have been 
made through the results of the 
war which can be applied to cor- 
porations’ net value in dollars, 
knowledge and equipment. 


I believe that over this same 
four-year period, if we were at 
peace, that a 50% improvement 
would naturally have taken place 
in business—or approximately 138 
in the Dow averages. I have 
picked the averages to be main- 
tained at around 152, based on 
half the distance between the un- 
dervalued level of 92 and the 
overvalued level of 212 (reached 
May 1946). One hundred and 
fifty-two is the point at which I 
believe that we shall see this 
market “go,” and which will be 
the end of the bear-market. Ex- 
aggeration will again possibly see 
it a little lower and prolonged 
beyond its true time, but gener- 
ally 152 is a focal point. 

That’s the takeoff point that I 
am looking forward to. Unless 
major events take hold to change 
my opinion, one way or another, 
I am not making permanent in- 
vestments now nor will I be de- 
ferred in starting to make them 
around that point. The years of 
real bull markets and business that 
will come would dictate such a 
course. 





Harrison Hopper 
With Cohu & Torrey 


ST. PETERSBURG, FLA.—Har~ 
rison Hopper has become asso- 
ciated with Cohu & Torrey, mem- 
bers of the New York Stock Ex- 
change, in their St. Petersburg of- 
fice, Florida National Bank Build- 
ing. Mr. Hopper was formerly 
with the New York City office of 
John Nuveen & Co. and prior 
thereto was Manager of the trad- 
ing department for D. E. Arries & 
Co. of Tampa. 


Donald Thayer With 
Cantor in Boston 


BOSTON, MASS.—B. G. Cantor 





Thayer is associated with the firm 
as Manager of the Boston office, 
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Baruch Defends His Atomic Control Plan 


(Continued from-page 1785) — 
the quick and the dead. That is 
our business.” 


America asks nothing she is not 
willing to give. All of us must 
make contributions. 


But I would be recreant to my 
trust if I dared to recommend the 
immediate abandonment of a ma- 
for weapon in our arsenal—the 
bomb. How can any one ask de- 
struction of existing bombs un 
less their further manufacture is 
effectively prohibited? Why 
should America alone be asked to 
make sacrifices by way of unilat- 
era] disarmament in the cause of 
international good will? If equality 
of sacrifice be needed, then each 
should participate. 


I firmly. believe that the Amer-— 
ican proposals plead the cause and 
contain a rough approach to the 
abolition not only of one instru-— 
ment of war but of war itself. 


I now say that America stands 
ready to proscribe and destroy the 
atom bomb—to lift its use from 
death to life—if the world will 
join in a pact to ensure the 
world’s security from atomic war- 
fare. But it must be a realistic 
working pact—not merely a pious 
expression of intent, wholly lack-— 
ing in methods of enforcement. 


The Soviet’s Protest 


Our proposals were submitted 
on June 14. Some weeks later 
came the frank, unqualified state- 
ment of Ambassador Gromyko, 
Geclaring the American plan, as 
presented, unacceptable to the 
Soviets, either in full or in part. 
He has repeated this position sev— 
eral times. 


The Soviets protest that inspec— 
tion violates national sovereignty. 
Better that—than international 
disaster. America is willing to ac- 
cept inspection as a control mea-— 
sure and for some time America 
would be the most inspected. 


I am at a loss to understand 
why national sovereignty should 
be made such a fetish. Other in- 
ternational processes require the 
presence of officials of one nation 
within the territory of another; 
they include customs, mails, 
treatment of war prisoners, and 
so forth. Every treaty involves 
some diminution of absolute na-— 
tional sovereignty, but nations en-— 
ter into such treaties of their own 
free will and to their common ad- 
vantage. Indeed, freedom to enter 
into such voluntary international 
arrangements is inherent in the 
very concept of national sover- 
eignty. 

In this connection, it is inter-— 
esting to note that the distin- 
guished Scientific and Technical 
Committee of the Atomic Com-— 
mission recently unanimously re- 
ported that control of atomic en- 
ergy is technologically feasible, 
although it carefully refrained 
from going into the question of 
political feasibility. 

It is important to understand 
that the methods of creating 
atomic energy for peace purposes 
‘and for war use are the same up 


_ to a very advanced point. In ob-— 





taining atomic energy for peace— 
ful uses, you have gone about 75% 
of the way toward a deadly 
weapon. The deciding factor is the 
good or evil intention of those 
engaged in the manufacture. Does 
that not demonstrate the absolute 
need for inspection and control? 


I say to you with all the weight 
of my experience that the Ameri- 
ean plan does not impair any 
country’s national dignity or na-~ 
tional security. It is a great for- 
ward motion toward international 
peace. Where there is a will, a 


way can be found, 


World Not Afraid of 
Internationalism 
The peoples of the world—as I 
eaid in June—“are not afraid of 
ar internationalism that protects: 
they are unwilling to be fobbed 
off by mouthings about narrow 


| sovereignty, which is today’s 
| phrase for yesterday’s isolation.” 
| On the question of principles, it 
| is an inalieable right each of us 
|has to express opinion on every 
| policy animating this country, 
| whether national or international. 
| That is the highest function of 
those who live under a political 
democracy; of those who cherish 
the right of free speech. Every 
man has the right to an opinion, 
but no man has a right to be 


in errors as to facts. 

It was my lot to submit the 
first design to the Commission 
which acts for all of the fifty-one 
countries now in the United Na 
tions. It was strikingly well re— 
ceived except in a few isolated 
instances. But, as we know, there 
is a difference between a creator 
and a critic. Each is important. 
The first job is the harder one. 
A distinguished writer said in 
paraphrase: he who can, does; he 
who can’t, criticizes. 

Here are the irreducible minima 
essential to the effective control 
of atomic energy: 

1. Control through an interna- 
tional agency of the production 
and use of uranium and thorium, 
of fissionable materials, and of 
their products to the extent neces- 
sary to ensure their use for peace 
and prevent their diversion to 
war. The control must include: 


a. Free access for interna- 
tional inspection sufficient to 
prevent unauthorized activities 
in atomic energy or to detect 
them soon enough to protect 
complying states against the 
hazards of violations and eva- 
sions. 

b. Sufficient control of each 
step in atomic energy produc- 
tion to prevent diversion for 
illegal purposes. 

ec. An international agency 
with resources and authority 
adequate to carry out its day- 
to-day responsibilities. 

_d. Provision for the interna-— 
tional agency to lead in atomic 
energy research so as to make 
it an aid to social purposes and 
carry out effectively its pre— 
ventive operations. 

_ 2, Prohibition, including provis- 
ion for swift and certain punish-— 
ment, of the following activities; 

a. Illegal possession or use of 
an atomic bomb. 

b. Illegal possession, or sep- 
aration of, atomic material 
Suitable for use in an atomic 
bomb. 

c. Seizure of any plant or 
other property belonging to or 
licensed by the international 
control authority. 

d. Willful interference with 
the activities of the interna- 
tional control authority. 

e. Creation or operation of 
dangerous projects in a manner 
contrary to, or in the absence 
of, a license granted by the 
international control body. 

_3. Transition to full interna- 
tional control by successive stages 
to be specifically set forth in the 
treaty and agreed to by all. The 
stages must be so designed as to 
be fair and equitable to all na- 
tions; they must bring the system 
of safeguards fully into being as 
rapidly as possible; and they 
must not endanger any nation’s 
security in the event of a break- 
down during the process of tran- 
sition under the treaty. 

4. Provision that no nation 
which has accepted the interna- 
tional control treaty can be pro-— 
tected from punishment for viola-— 
tion of its terms through use of a 
veto whether cast by the violating 
state or by any other nation. 


U. S. Makes Full Contribution 

To avoid misunderstanding, I 
quote from our original declara- 
tion: 





wrong. Nor, above all, to persist | 





“My country is ready to make 
its full contribution toward the 
end we seek, subject of course to 
our constitutional processes and 
to an adequate system of control 
becoming fully effective, as we 
finally work it out.” By “we,” I 
mean all participating nations. 

Let me announce again this 
thought in our program: 

In the elimination of war lies 
our final solution, for only then 
will nations cease to compete 
with one another in the produc 
tion and use of dread “secret” 
weapons (atomic, biological, bac 
teriological, gas and _ others), 
which are evaluated solely by 
their capacity to kill. That devil- 
ish program takes us back not 
merely to the Dark Ages but from 
cosmos to chaos. If we succeed in 
finding a suitable way to control 
atomic weapons, it is reasonable 
to hope that we may also pre- 
clude the use of other weapons 
adaptable to mass. destruction. 
When a man learns to say “A,” he 
can, if he chooses, learn the rest 
of the alphabet. 


We are eager to follow this 
code. We pursue a policy of en- 
lightened selfishness. But when, 
at long last, peace comes, it will 
come to all. And in that consum- 
mation, America wants to—and 
will—take a leading part. 


Now in the evening of my life, 
I reaffirm my faith in this coun- 
try of ours—this infinitely pa- 
tient, this quick-rewarding, this 
slow to anger, bold, independent, 
just, and loving Mother of us all. 


To uphold her, we oppose dic-— 
tatorship of the Right or of the 
Left. We oppose despotism. We 
oppose totalitarianism. We oppose 
slavery, whether imposed by the 
State or imposed by the individu-— 
al. We are ready for change when 
change is marked by wisdom. We 
are consecrated to the pursuit of 
happiness, which means the bet-— 
terment of man. Some of our 
qualities have been slow to ma- 
ture, but they are growing. I am 
proud of our virtues and certain 
that our faults are under correc-— 
tion. 

I know no other way to widen 
our horizons than by the pres-— 
ervation of free initiative, but 
with it must go responsibility 
for the preservation of full oppor— 
tunity—political, religious, social 
and economic. 

I know no better way to pre— 
serve these rights than by democ-— 
racy—an ever-deepening, ever-— 
widening democracy—a democ-— 
racy—a democracy that gives us, 
as a poet phrased it: 

“Ancient rights unnoticed, 

As the breath we draw: 

Leave to live by no man’s leave, 

Underneath the law.” 


Stifel, Nicolaus Adds 
Three in Chicago 


(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL. — Edward A. 
Leinss, Joseph A. Nolan, and 
Chapin N. Wright have become 
associated with Stifel, Nicolaus & 
Co., Inc., 105 West Adams Street. 
Mr. Leinss, prior to serving in the 
U. S. Army, was with Earl I. Cus-— 
tin & Co. for many years. Mr. 
Nolan has recently been with 
Seipp, Princell & Co. Mr. Wright 
prior to serving in the armed 
forces was an officer of Fred E. 
Busbey & Company. 








Harvey B. Craven, Jr. 
Wits Merrick, Waddell 


LAXELAND, FLA.—Harvey B. 
Craven, Jr., has become associated 
with Herrick, Waddell & Co., Inc. 


Mr. Craven was prev-ously an of-| 


ficer of Craven & Smith. 
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By JOHN DUTTON 


_A common fault of many salesmen is that they tend to avoid 

their customers, especially when things are going a bit rough and 
paper losses are taking the place of profits. This is one time when 
that popular new tune, “Doing What Comes Naturally” may be the 
course that your emotions tell you is the easiest to follow—but it 
is not the correct policy for you to pursue. If you desire to keep your 
customers and HOLD THEIR GOOD WILL the time that you 
SHOULD see them is when THEY NEED YOU. 
_ Human nature being what it is, causes most of us to follow the 
lines of.least resistance. When business is good we tend to let up on 
our efforts. When security prices are declining we find excuses for 
not working, such as bad markets, unfavorable outlook, etc., ete. 
Most of us are lazy. We look for escape outlets when problems pre- 
sent themselves, instead of facing the issues squarely and working 
out their solution. There are few difficulties which we face in life 
ee ee be solved if we think them out, find a plan and go to 
work. 

In this connection there is only one thing that will solve your 
present problem, if it happens to be one of temporary discouragement 
that has been caused by the current unsettled economic and market 
conditions. THAT IS TO REPLACE INACTION WITH ACTION. If 
you have been sitting around the office—passing time in wondering 
what you should do next, and incidentally worrying a bit about the 
future. GO OUT AND SEE YOUR CUSTOMERS AND GO TO 
WORK. Just as soon as you begin constructive thinking and get busy 
working out possible trades, suggesting tax purchases and sales, or re- 
placing weaker situations with those that are in a stronger position; 
you will find that your own pessimism will vanish. 

YOU CAN ONLY HAVE ONE THOUGHT IN YOUR MIND AT 
A TIME. If you are busy working along positive, constructive lines, 
you are going to have mental health. A busy man hasn’t time for de- 
structive thinking. There is a therapeutic value that can be derived 
from positive activity—that is another reason why work ‘is good for 
all of us. 

It seems worthwhile to mention, however, that periods of al- 
ternating optimism and pessimism are only natural with a good 
salesman. They are not to be taken too seriously. If you were the 
type of person that could be satisfied doing a routine job on an as- 
sembly line, which varied little from day to day and required no 
creative ability, you wouldn’t have such problems to solve. THE 
RIGHT THING TO DO IS KNOW YOURSELF AND MASTER 
YOURSELF. This you can do best by facing conditions squarely— 
see your customers now—go back to work-—have faith in yourself— 
and in the ultimate future of sound business enterprise in this 
country. With such a creed as this you are betting on the best pos- 


sible set of principles that you can find anywhere. 








So. Carolinians Visit NYSE 


Ransome J. Williams, Governor 
of South Carolina, accompanied 
by J. S. Williamson, Chief High- 
way Commissioner of the State, 
and O, P. Burke, Secretary-Treas- 
urer of the State Highway Com- 
mission, visited the New York 
Stock Exchange on Oct. 8 and 
were welcomed by Emil Schram, 
President, and John A. Coleman, 
Chairman of the board. Temple 
E. Dalrymple, Assistant Treasurer, 
Guaranty Trust Co., escorted the 
visitors to the Exchange. They 
inspected the trading floor, the 
ticker department and the Board 
of Governors’ room, 





Geo. F. Jones Co. 

BUFFALO, N. Y.—The George 
F. Jones Co., Inc., has been formed 
with offices at 505 Delaware Ave- 
nue to engage in the securities 
business. Officers of the new firm 
are George F. Jones, president, 
and D. Sinclair Scott, secretary- 
treasurer, 





aE OOo OY 2, A 
Four With Draper, Sears 
(Special to Tre FINANCIAL CHRONICLE) 
BOSTON, MASS.—Draper, Sears 
& Co., 53 State Street, members 
of the New York and Boston 
Stock Exchanges, have added to 
their staff Arthur H. Goodwin, 
Jr., Paul D. Meehan, Charles L. 

Munroe and Thomas G. Murtha. 
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Base now being formed. Don’t 
expect any sharp up move 


without more dullness. But 
the longer the dullness after 
a decline the greater the “up” 
possibilities on a rally. 


Nothing exciting has hap- 
pened since the previous col- 
umn was written. At least 
nothing exciting so far as the 
market is concerned. The past 
seven market days have been 

iven over to backing and 
illing, though the former 
seems to dominate the pic- 
ture. But all during the proc- 
ess the lows of 164 and a frac- 
tion have held. Maybe this 
isn’t much to boast about. But 
in a market which runs like 
a scared rabbit every time 
somebody belches this re- 
fusal, or call it hesitancy, to 
scare any further, is worth 
noticing. 
*% % %* 

The confusion which start- 
ed when the first crack hit 
the unsuspecting, those who 
were confident that a new 
era had arrived, is gradually 
being dissipated. I don’t mean 
the situation is being cleared 
up and confidence is return- 
ing again. Nothing like it. 
The situation is analogous to 
the man with an old head- 
ache. At first it’s painful but 
after a while he becomes ac- 
customed to it. That’s the 
way it is with the market. 
When it first started down 
you could hear the chatter of 
teeth and the trembling of 
knees. But now that the mar- 
ket is down and hasn’t gone 
down any more the fears and 
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tremblings are sort of for- 
gotten. 
* Hk 

The analogy can be carried 
further. A neglected head- 
ache which becomes chronic 
may hide a serious organic 
condition. A market which 
tumbled and stays on its back 
may also be indicating some- 
thing wrong. 
% * * 


I know that arguments and 
second guesses of what made 
the clock stop are pointless. 
At best they solve nothing 
and, who knows, may even 
get you a bloody nose or dis- 
colored eye if you argue too 
much. 

ae * ok 
The big problem we face 
is to decide what the market 
will do from here on. 
* % * 


Last week I gave you two 
points to watch in the aver- 
ages. The first one was 164, 
the second 175. So long as 
the market stayed between 
those two figures there was 
nothing concrete to point to. 
Prices would have to move 
out of that area to indicate 
anything. 
* * 

As this is written the aver- 
ages are approximately 169, 
moving up or down a point 
or so. While such action isn’t 
conducive to yelps of glee 
neither is it indicative of 
moans of misery. All this, 
however, doesn’t answer the 
important question which 
added up means “What, from 
here on?” 

ae * * 

Well, based on past per- 
formances, any danger which 
is averted, even though tem- 
porarily, may mean that suf- 
ficient forces will arise to 
make this temporary condi- 
tion last a long time, per- 
haps even permanently. This 
sounds like I’m saying that 
there’ll be no more reactions. 
Of course, that’s silly. I don’t 
know if they’ll sell off more 
or not. What I mean is that 
for the time being it looks 
like the immediate danger of 
more sharp breaks is over. 

* * aK 


I don’t base this on any sta- 
tistical or fundamental causes. 
A balance sheet drives me 
crazy. A study of future busi- 
ness prospects based on 
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learned reports is equally. 
useless. I continue.ta stick to 
market action as a gauge for 
future market action. For it 
is in market action that you 
see the translation of the be- 
liefs and hopes of millions 
who daily buy and sell securi- 
ties. A lot of this ‘action is 
frankly speculation: But with- 


tion or accumulation. 


* co * 
A few weeks ago we-saw 
distribution. It started at 


about 195 and lasted all the 
way up to 212. The subse- 
quent break was caused by 
public selling. Right now the 
first fragmentary signs of ac- 
cumulation are beginning to 
appear. These may be false 
harbingers. Perhaps we first 
have to see the conditions 
that the market said were 
coming before a solid base is 
built. But whatever the out- 
look the market is now point- 
ing, if not to advance, then 
not to any more than a minor 
decline. 
He 1% K 
More next Thursday. 
—Walter Whyte 
[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 


“Chronicle.” They are presented 
as those of the author only.] 






















Business 
Man’s 


Bookshelf 


Basis and Development of Fair 
Trade, The—a compendium of the 
economics and the law of fair 
trade, in operation in 45 of the 
48 states, including an interpretive 
analysis of all court decisions on 
the fair trade laws, samples of the 
fair trace laws and other laws re- 
lating to fair distribution, and 
model fair trade contract forms 
suitable for use under the fair 
trade laws—the National Whole- 
sale Druggists’ Association, 330 
West 42nd Street, New York 18, 
N. Y.—paper $5.00. 

















Financial and Operating Data of 
Thirty Oil Companies for the Year 
1945 — Joseph E. Pogue and 
Frederick G. Coqueron — The 
Chase National Bank of the City 
of New York, Pine Street corner 
of Nassau, New York 15, N. Y. 
—paper. 





World Markets — international 
trade weekly covering raw ma- 
terials and commodities—review 
of reports to be printed every 
week in Spanish, French and 
English — Atlas Publishing Com- 
pany, 425 West 25th Street, New 
York 1, N. Y.—year’s subscription 
$10.00. 





United Nations, The—A Hand- 
book on the New World Organi- 
zation by Louis Dolivet, with a 
preface by Trygve Lie, Secretary- 
General of the United Nations— 
Farrar, Straus and Company, 580 
Fifth Avenue, New York 19, N. Y. 
—cloth—$1.75. 


With A. W. Benkert Co. 
Thomas J. Crockett, Lowell 
Mason and William A. Yeagher, 
Jr. have joined the staff of A. W. 





out speculation I doubt,.if}been 


th istribu- ook 
ere would ever be distribu=} the $38 million offering of Cin- 


Sins plus profits made earlier in 
the year provided cushions ‘for 
absorbing losses. 

In addition, capital in the in 
vestment banking business has 
been increased substantially in 
recent years and at the same time 
risks in security flotations. have 
more widely distributed 
than ever before. For example, on 


cinnati.Gas and Electric common 
stock on Sept. 11 the risk was 
spread among 228 underwriters, 
no one of whom was committed 
for more than 3%% of the total. 
Ten years ago an issue of this 
size would have been handled by 
perhaps no more than a fifth this 
number of underwriters, and the 
distribution of risks then was al. 
ready much more widely spread 
than in the ’20s. 

The accompanying chart shows 





ments, lower section loans against 


BILLIONS OF DOLLARS 


100% Marginsaid the Market Break 


(Continued from page 1789) 


the dominance of borrowings on 
U. S. Government obligations in 
the security loan picture of re- 
ceni years, the peaks and valleys 
generated by the successive war 


loan drives, and the modest vol- ° 


ume of loans. for purchasing or 
carrying securities other than 
governments. The division of 
loans against U. 8S. Governments 
and other securities is not avail-— 
able prior to 1944; and before 
1937, the “purpose” - distinction 
was first made in the reports col- 
lected from the banks, all col- 
lateral were lumped ‘together. 
Inasmuch as loans en govern- 
ments were a relatively small 
factor in the whole interwar pe- 
riod, and the bulk of security 


loans made in the ’20s was on cor-— 
porate stocks, the magnitude of 
the change is apparent. 


Security Loans of the Weekly Reporting Member Banks 
in Leading Cities, 


(Upper section of shaded area represents loans against govern- 


other securities.) 
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Figures reported by members of 
the New York Exchange which 
carry margin accounts tell the 
same general story. Customers’ 
indebtedness to brokers partly on 
the security of government obli- 
gations, has been declining stead- 
ily since the 100% margin regu. 
lation was put into effect. The to- 
tal for Aug. 31 was down to $723 
million, or practically the lowest 
levels reached in 1932 and 1933 
after the precipitous decline from 
the 1929 peak. Borrowings, from 
all sources, by members carrying 
markin accounts came to only 
$377 million of which a part was 
secured by government obliga- 
tions. At the same time, custom- 
ers had built up free credit bal- 
ances with brokers of $647 mil- 
lion, available for security pur- 
chases. 


It is significant also to note the 
low proportion of borrowings by 
members of the New York Stock 
Exchange to the total value of 
stocks listed on the exchange. On 
Aug. 31, just before the Septem- 
ber break in stock prices, listed 
shares were worth $74,350,000,000. 
Against this amount, total mem- 
ber borrowings of $509 million 
amounted to only 68/100 of 1%. 
From January, 1926—when such 
ratios were first compiled—up to 
the stock price collapse of Octo- 
ber, 1929, this proportion ran be- 
tween 8 and 10%. Since the de- 














San Francisco — Santa Barbara 
Monterey — Oakland — Sacramento 
Fresno 





Benkert & Co., Inc., 70 Pine 
Street, New York City. 


pression low of 1.18% at the end 
of July 1932, the ratio at no time 
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Borrowings of Stock Exchange | exceeded 3.14% (June 1934). The 
Members 0.68% figure for Aug. 31, 1946, is 


the lowest ever recorded. 

That 100% margin requirg- 
ments and absence of credit sup- 
port for stock holdings do not 
eradicate wide swings in stock 
prices is abundantly clear. With 
investors and speculators free to 
buy and sell, there is nothing to 
prevent their collective judgments 
from being registered in the price 
quotations. Just what effect 100% 
margins has had on stock price 
movements remains a disputed 
point. The unquestioned fact is 
that the stock market is in an 
unprecedentedly liquid position. 

However the economic panora- 


paying down loans on stocks that 
have declined in market value 
will not be-a serious drag on 
consumer spending. 


Mitchell With Merritt 


William H. Mitchell has become 
affiliated with King Merritt & Co., 
Inc., 55 Liberty Street, New York 
City. Mr. Mitchell was previously 
with Investors Sy:idicate in their 
Portland, Me., office. 








Carrick With Livingstone 


(Special to Tue Provancraz CHRONICLE) 
SAN FRANCISCO, CALIF. 
John A. Carrick has become asso 
ciated with Livingstone & Co, 





317 Montgomery Street, 
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Requirements for Export Trade 


‘(Continued from page 1784) 


elements in the determination of | 
the fields of economic activity | 
most.appropriate for and most! 
likely to be successful in that| 
country. | 


The degree to which all those} 
natural, human as well as finan- | 
cial factors exist favorably and_| 
combine efficiently, ultimately de- | 
termines, for each area of the| 
world, in what field ~* economic | 
activity each natioiu. van special-| 
ize to advantage. The fitness of | 
a country to produce certain com-| 
modities or provide certain ser-| 
vices is, in the end, evidenced by 
its ability to manufacture or sup- 
ply them cheapest. 
| 
‘Immense Benefits of Foreign | 

Trade 


Provided the exchange of goods 
and services is unhampered 
through the channels of interna-| 
tional commerce and finance, the} 


the ability of the end-consumers 
in importing countries to pay for 
the products imported. 

Specialization selects the types 
of industries which can be eco- 
nomically established in a country 
but does not determine the time 
at which these industries will ac- 
tually begin to sell their wares 
abroad. 


The point at which the _ real 
business of exportation will be in- 
itiated by the specialized indus- 
tries, is the time at which a per- 
manent excess of production over 
the domestic demand, has been at- 
tained. Experience has repeatedly 
indicated that no industry looks 
for a stable export trade as long 
as the home requirements easily 
absorb output. Opportunistic ex- 
port business, so common in the 
United States, contributes little 
firmness to the texture of inter- 
national relations and is not worth 


| benefits that befall society through | considering. 


} 
| 


| 


. available 
| human wants, is vastly increased 
‘| by the possibility of producing 

| them’where they can be supplied 


| 
| 


' however, should not be miscon- 


j 
| 


‘times for a nation to foster in 


intelligently selected specializa-| 
tion of activities are immense. The | 
volume of consumers’ and pro-| 
ducers’ goods that thus becomes 
for the satisfaction of 


most economically; that is, in the 
largest quantity per unit of in- 
vestment of labor, management 
and capital. 


The principle of specialization, 


trued as denying nations having 
m decided advantages in any 
field of production or service, | 
any opportunity in participating | 
in the productive cycles of the) 
world. 

From the point of view of the| 
general welfare, it is desirable | 
a country devote its resources not 
only to the expansion of those 
enterprises for which it especially | 
qualifies but confine those activ- | 





| ities to lines where its compara- 


tive advantage in the cost of pro- 
duction is greatest; reciprocally, 
unfavored nations should limit 
manufactures to those fields where 
comparative disadvantage is 
smallest. 
It may, 


however, be wise at| 


their infancy undertakings hav- 
jing eventual economic potentiali- 
ties or encourage uneconomic ac- 
tivities vital to its defense or pro-| 
tection. | 

Peoples of nations poor in re- 
sources will produce less wealth | 
with their efforts than the people | 





The second condition establishes 
the ability of foreign importers 


|to make payment in foreign ex- 


change for the goods purchased 
without resorting to transfer of 
gold; it reaffirms the necessity of 
the maintenance of the Balance of 
the International Payments of the 
trading nations. 


It is of importance further to 
point out that continued imports 
of gold, in payment of exports 
of goods and services, react un- 
favorably on the economy of both 
the exporting and importing coun- 
tries, weakening the financial 
structure of the nation deprived 
of goid and eventually increasing 
the price levels in the exporting 
nations, taking payment in gold. 

The last indispensable condition 
of foreign trade relates to the abil- 
ity of the ultimate consumers, in 
the foreign markets to buy the 
commodities and services ex- 
changed. 

To prevent imported goods re- 


|maining unsold on the merchants’ 


shelves and services unutilized, 
there must be sufficient purchas- 
ing power in local currency, and 
an overall availability of foreign 
exchange to permit remittances 
to the originating country. 

The physical and human con- 
ditions which determine the su- 
periority of a nation in the pro- 
duction of some commodities and 
services internationally traded, 
usually are not restricted within 
the boundaries of a single nation 
but cover larger areas of the 
world; hence, with very few ex- 


of rich nations, but if they avail| ceptions of which diamonds is an 
_ themselves of the opportunities of | outstanding one, competition re- 
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| abroad, the second with the possi- 
\\bility of settlement of interna- 
W ‘tional financial obligations result- 
|) ing therefrom, and the third, with 






foreign trade, the volume of goods | 
to them through ex- 
change will be far greater than if 
they attempt to produce all things. 

No nation is self-sufficient. Pol- 
ities aimed at promoting self-suf- 
ficiency through artificial re- 
straints and barriers to volume 
importation of needed or desired 
commodities, is detrimental to a 
country’s welfare. They remove 
labor, management and capital 
from the fields of activity con- 
ducive to the best return to the 
nation, breed wasteful economic 
‘processes, and increase costs otf 
production, thus lowering wages, 
profits, purchasing power and 
finally living standards. 


Indispensable Conditions of 
Foreign Trade 


Now as to a few of the indis- 
ypensable conditions as a basis for 
‘Foreign Trade: 


prerequisite of international com- 
‘merce but not sufficient unto it- 
self. 

To make the wheels of foreign 
trade turn, three other conditions 
must be respected, the first hav- 
ing to do with the availability of 
the products to be exchanged 








mains open between a number of 
countries. Even when the produc- 
tion of a commodity is limited to 
a single nation, competition still 
exists between the various pro- 
ducers of that nation, unless the 
country is ruled by a regime of 
managed economy. So, American 
manufacturers of steel, automo- 
biles, electrical goods, etc., are 
highly competitive at home and 
abroad. 


Changes in U. S. Trade Relations 


In the three quarters of a cen- 
tury preceding the last war, 
sweeping changes occurred in the 
picture of the business relations 
of the United States with the out- 
side world. 

Prior to the depression of 1873, 
a persistent excess of imports 
characterized’ our merchandise 
trade, which was counterbalanced 
by heavy investments of foreign- 
ers. After the 1873 crisis, an ex- 
cess of exports appeared, limited 
in the beginning but progressively 
swelling into rivers of American 
goods for export during the early 
20’s and late 30’s. 

The character of our interna- 
tional trade also underwent strik- 
ing change. 

Raw materials and foodstuff, 
which previously constituted the 
main classes of our contribution 
to the international movements of 


‘goods; were gradually replaced by 
semi-manufactured and manufac- 
tured articles. The importance of 
Europe as a recipient of our prod- 
ucts rapidly declined, while the 
Americas, Asia, and to a lesser 
extent, Africa, imported more and 
more of our products. 


On the otfer sides of the bal- 
ance, our imports, which in the 
early days were principally com- 
posed of finished manufactures, 
progressiveliy changed to crude 
materials and semi-manufactures. 
Europe lost its outstanding sales 
position and the Americas, Asia 
and again to a lesser extent Af- 
rica, emerged as important sup- 
pliers of our needs. 


Must Be Willing to Import 


But one factor in this picture 
must be recorded and wisely con- 
sidered. The physical volume of 
our imports of foreign goods, did 
not, over this same period, keep 
pace with the rhythm of our ex- 
panding economy. 


The reason for this is not hard 
to discover—and though perfectly 
obvious has been completely over- 
looked, I am afraid, and has led 
to much fallacious thinking and 
heaped much abuse upon America 
for not wanting to buy, but rath- 
er, and only, to sell and sell and 
sell. 

Let us look at the facts. 

Taking the year 1938, a good 
representative prewar year, 85% 
of our imports by value were ac- 
counted for by only 100 items. 
41% of our total imports, for a 
value of $800,000,000 were duty 
free. Items on which the duty was 
nominal, accounted for 32% of our 
imports for a value of $618,000,000. 

Thus, 73% of our imports, again 
by value, in a normal year are 
not seriously affected by duty. 

So when we talk of increasing 
our importations by lowering tar- 
iffs, we are talking about approxi- 
mately 30% of our total normal 
imports. $ 

To double our total imports, 
means increasing this 30% area 
six-fold. 

We, as a nation, have succeeded 
willy nilly to World Economic 
Leadership. The method by which 
we discharge this obligation will 
depend in no small measure, upon 
our willingness to accept world 
leadership, especially in the 
spheres of international finance 
and service. Certain is one thing 
that we can not go on lending 
if we are not to be repaid. Un- 
wise international loans enrich 
neither the one who gives nor the 
one who receives, and accelerates 
world misunderstandings that en- 
danger world peace. 

Although loans of American 
money abroad may, at times, be 
essential to the overall world 
economy, including our own, they 
are not a substitute for domestic 
imports of services: as well as 
goods as providers of dollars; 
often they delay the solution of 
problems instead of facilitating it. 

Contrary to a deeply-rooted 
common belief, not less erroneous 
for being of widespread accept- 
ance, imports are more beneficial 
to the economy of a nation than 
exports. 

After all, the final purpose of 
organized industry and commerce 
is to place at the disposal of man 
the largest possible amount of 
needed and desired economic 
goods. This optimum level in the 
enjoyment of wealth can be at- 
tained solely through imports of 
foreign commodities and services. 

The prosperity of a nation is 
not measured by its accumulation 
of precious metals and currencies 
but by the essentialities and amen- 
ities of life available to its people. 
Exports are of importance inas- 
much as they contribute to pro- 
vide the means for the procure- 
ment of both. 

Despite wishful expectations, 
many of our foreign loans, out- 
Standing and planned, may never 
be refunded, because of the in- 
ability of the borrowers to honor 





their obligations. 
It is worth considering if, in 





some cases, it would not be pre- 
ferable to extend financial assist- 
ance by purchasing abroad a 
larger amount of commodities of 
which we could make tangible 
use, rather than by swelling the 
account of our receivable foreign 
assets; especially so when our na- 
tional resources begin to dwindle. 


Some of the foregoing concepts 
have been consistently followed 
in our national policy of foreign 
trade; some others temporarily 
or permanently obscured. 


Organization for Foreign Trade 


An now let us consider those 
requirements of organization nec- 
essary for a successful export 
business, which after all, is my 
subject. 


It may seem trite to say that 
there must be a full understand- 
ing on the part of anyone organ- 
izing for export, of all the funda- 
mentals effecting world trade, and 
a very particular and specialized 
knowledge of the special branch 
of export that is under considera- 
tion for entering or carrying on. 


All too often, the objective or 
purpose of the organization is not 
well known or known to but few. 

Let me give you by way of ex- 
ample, the objective of the Com- 
pany I represent. It is 

“To obtain as a minimum 

that share of all markets for 
the products sold, product by 
product, territory by terri- 
tory, to which our capacity in 
relation to the industry as a 
whole entitles us, and, to ac- 
complish this _ participation 
ratio through the exercise 
of judgment, so as to insure 
the maximum continuing re- 
turn on investment to the 
corpegation.” 

After one knows what he is try- 
ing to do, then, in light of all 
the facts possible of obtainment, 
the organizer must follow—and 
again I don’t want to be trite— 
the following steps in the order 
given: 

First, Analyze; Second, Organ- 
ize; Third, Deputize; and finally 
Supervise. 

Whether it be organizing for 
Export or for a Domestic business, 
the steps are the same, and there 
are certain keystone principles of 
Organization which, if the re- 
sulting organization is to be 
sound, require careful adherence. 

These are: (1) Leadership; (2) 
Delegation, and, (3) Function def- 
initions. 

Leadership represents authori- 
ty. It must possess all the author- 
ity necessary to exercise its lead- 
ership. It must likewise possess 
all the attributes of intelligence, 
integrity and capacity in sufficient 
degree to warrant the authority 
given to it. 

Delegation is the center of all 
processes in formal organization. 
In essence, it involves a double 
responsibility. The one to whom 
authority is delegated is respon- 
sible to his superior for doing the 
job — but the superior remains 
responsible for getting the job 
done. 


Function definition is the form 
in organization that assigns all 
functions, and is the organizational 
method through which leadership 
delegates to each subordinate his 
own specific task. 

Functions may be unlimited in 
number, according to the proced- 
ure necessary to attain the given 
purpose. 

Formal correlation of functions 
is the task of The Organizer. His 
job is to correlaté duties as such. 
Correlation of spirit is the re- 
sponsibility of The Leader. He 
correlates the people who per- 
form these duties. 

These facts show the import- 
ance of understanding the formal 
principles or organization. 

But not until there is a general 
understanding of the Common 
Purpose can there be that real 
and horizontal correlation which 
is the final test of a truly efficient 
organization, 

It is the duty of Leadership to 





attain complete correlation of 


functions. 


Staff Service in organization 
means the service of advice or 
counsel, as distinguished from the 
function of authority or command. 


This service has three phases: 
the informative; the advisory; and 
the supervisory. 


There are two prime necessities 
in efficient Staff Service, viz;— 
Coordination and Infiltration. 


The term “Coordination” de- 
scribes the necessary method of 
sound Staff Procedure but “Infil- 
tration of knowledge” is the ul- 
timate purpose of all Staff Activ- 
ities. 

Staff Service is not alone for the 
top leader. It comes to him first 
for he needs it in the making of 
his own decisions. But the subord- 
inates also need it in the execu- 
tion of their responsibilities. 


It is not alone the leader who 
has important things to tell his 
subordinates. These subordinates 
likewise have important things to 
tell the leader; things he should 
know in the exercise of his lead- 
ership. And they have important 
things to tell each other also. This 
mutuality of things to be made 
known runs through all relations 
of superiors, subordinates and 
equals throughout the organiza- 
tion. 

The infiltration of the true ser- 
vice of knowledge cannot be con- 
ceived as merely moving from the 
top — downward. No organiza- 
tion can be truly unified in spirit 
until it has evolved a similar ser- 
vice moving from the bottom — 
upward. 

Only when all have the right 
to be heard through an organized 
machinery for the expression of 
such right, as a stimulus to its 
exercise, can there be a truly in- 
formed leadership. 

To summarize, top management 
organization planning for success- 
ful export business involves the 
same principles and their careful 
application as does any other 
group effort. Since Export in- 
volves not only domestic consider- 
ations but world considerations 
also, export business — especially 
under present and foreséeable fu- 
ture conditions — involves many 
added complexities requiring an 
automatic organizational vigilance 
and intelligence for the detection, 
interpretation and adaptation of 
organizational procedure and ac- 
tion, lest these ever-shifting “rules 
of the game” completely confound 
and stymie one’s efforts. 


Foreign Loans 

Today, all the world looks to 
America for credit — for mater- 
ials — for know-how. 

How ong will the world sellers’ 
market continue for the United 
States? How long should it? 

We cannot go on selling in end- 
less volume if there is no prospect 
for a final balance in our inter- 
national payments. 

And this gets down to each or- 
ganization engaged in Export busi- 
ness, having within its own organ- 
ization, the means for proper eval- 
uation of the risks involved in 
doing international business in a 
topsy-turvy economical, political 
and social world. 








J. W. Goldsbury Co. 

MINNEAPOLIS, MINN.—Offic- 
ers of J. W. Goldsbury Co., 807 
Marquette Avenue, are Joseph Ww. 
Goldsbury, President and Treas- 
urer; Rena W. Goldsbury, Vice- 
President, and Joseph C. Golds- 
bury, Secretary. J. W. and J. .. 
Goldsbury were both officers of 
the former J. W. Goldsbury & Co. 








Dempster Opens 
in Columbus 


(Special to THe FINANCIAL CHRONICLE) 

COLUMBUS, OHIO — Edmund 
G. Dempster has opened offices at 
1418 North Fourth Street to en- 
gage in the securities business. 








THE COMMERCIAL & FINANCIAL CHRONICLE 





Thursday, October 10, 1946 





Securities Now in Registration 





@ INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





Acme Electric Corp., Cuba, N. Y. 

June 26 filed 132,740 shares ($1 par) common stock. 
Wnderwriters—Herrick, Waddell & Co., Inc., and First 
Colony Corp. Offering—To be offered publicly at $5 
ashare. Proceeds—Company will receive proceeds from 
the sale of 68,880 shares and four selling stockholders 
the proceeds from the sale of 63,860 shares. Company 
also will receive proceeds from the sale of 20,000 war- 
rants for common stock to underwriters at an aggregate 
price of $200. Of the net proceeds ($292,940) $50,000 
will be used to pay current bank loans; about $20,000 
will be used for machinery and equipment, and the re- 
mainder for working capital. 


Acme-Hamilton Mfg. Corp., Trenton, N. J. 


Aug. 29 filed 50,000 shares 5% cumulative preferred 
stock ($20 par) and 82,000 shares ($1 par) common 
stock. Underwriters—G. L. Ohrstrom & Co. and S. R. 
Livingstone & Co. Offering—Company is offering the 
50,000 shares of preferred, while the 82,000 shares of 
common are being sold for the account of certain stock- 
holders. Prices—$20 a share for the preferred, and 
$11.50 a share for the common. Proceeds—Company will 
apply proceeds to fully discharge secured demand 
notes, mortgage notes and partial discharge of de- 
benture indebtedness. 


Aerovox Corp., Bedford, Mass. 


Aug. 22 filed $1,500,000 of 5% sinking fund debentures, 
due 1961, and 50,000 shares ($1 par) common stock. 
Underwriter—Ames, Emerich & Co., Inc., and Dempsey 
& Co., Chicago. Offering—The debentures will be of- 
fered publicly. The common shares will be issuable upon 
the exercise of stock purchase warrants for purchase of 
common stock at $2 a share above the bid price of such 
common on the effective date of the registration. Com- 
pany will sell warrants for 25,000 common shares to the 
underwriters at 10 cents a warrant. The remaining war- 
rants will be sold to officers and employees of the com- 
pany. Price—Debentures at 98. Proceeds—Company will 
use $1,025,000 of proceeds of debs. for payment of an 
indebtedness to Bankers Trust Co., New York. Balance, 
will be added to working capital. Offering postponed. 


Air Express Internat’! Agency, Inc., New York 
July 22 filed 125,000 shares of 50-cent par common. 
Underwriters—Newburger & Hano; Gearhart & Co., 
Inc., and Burnham & Co., all of New York. Offering— 
The shares will be offered publicly at $6 a share. Pro- 
eeeds—Estimated net proceeds of $656,250 will be added 
to general funds. Temporarily postponed. 


American Brake Shoe Co., New York 

Aug. 16 filed 199,101 shares (no par) common. Under- 
writing—No underwriting. Offering—Shares are offered 
for subscription to cofhmon stockholders of record 
Sept. 13 in the ratio of one additional share for each 
four shares held at $35 per share. Rights expire Oct. 21. 
Unsubscribed shares will be sold to other persons in- 
cluding officers and employees. Price, $35 a share. 
Proceeds—Net proceeds, estimated at $6,915,285, will be 
used to defray part of the cost of its plant expansion and 
improvement program. 


American Broadcasting Co., Inc., N. Y. 

June 27 filed 950,000 shares ($1 par) common stock. 
Underwriter—Dillon, Read & Co. Inc., New York. Offer- 
ing—A maximum of 100,000 shares may be sold by com- 
pany to persons, firms, or corporations with whom the 
eorporation had network affiliation agreements on March 
31. The remainder will be offered publicly. Price by 
amendment. Proceeds—To prepay notes payable to ac- 
quire radio station WXYZ, to construct broadcast trans- 
mitter for station KGO at San Francisco and for working 
capital. 


American Cladmetals Co., of Pittsburgh 


July 8 filed 196,500 units comprising 196,500 shares of 
voting common stock ($1 par) and 589,500 shares of non- 
voting common stock ($1 par), each unit consisting of 
1 share of voting common and 3 shares of non-voting 
common. Underwriters—None—the company intends to 
distribute its common stock directly to the public. Offer- 
fing—Price $6 per unit. Proceeds—Net proceeds esti- 
. mated at $1,179,000 will be used to pay a mortgage on 
lant, pay accounts payable, purchase equipment, for 
ding alterations and working capital. 


American Colortype Co., Clifton, N. J. 
Aug. 12 filed 30,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—Whfte, Weld & Co. Price 
by amendment. Proceeds—Net proceeds initially will 
be added to general funds, however, the company antici- 
pates it will use the funas for its building and expansion 
program. Offering date indefinite. 


American Limoges China Corp., New York 
Sept. 25 filed 75,000 shares of common stock (par $1), 
Underwriter—Riter & Co. Proceeds—Stock being sold 
for account of Harry Bloomberg, President. Price—By 
amendment. 


American Locomotive Co., New York 


July 18 filed 100,000 shares each of $100 par prior pre- 
ferred stock and $100 par convertible second preferred 
stock. Underwriting—Union Securities Corp., New York. 
Price by amendment. Proceeds—Net proceeds, with 
other funds, will be used to redeem $20,000,000 of 7% 
cumulative preferred stock at $115 a share plus accrued 
dividends. Indefinitely postponed. 


American Water Works Co., Inc., N. Y. 

March 30 filed 2,343,105 shares of common (par $5) plus 
an additional number determinable only after the re- 
sults of competitive bidding are known. Underwriters— 
To be filed by amendment. Probable bidders include 
Dillon, Read & Co. Inc., White Weld & Co., and Shields 
& Co. (jointly}, and W. C. Langley & Co. and The 
First Boston Corp. (Jointly). Offering—Price to public 
by amendment. Purpose—The common stock, together 
with $15,000,000 10-year 3% collateral trust bonds (to 
be sold privately) are to be issued to acquire certain 
assets of American Water Works & Electric, liquidate 
two subsidiaries, Community Water Service Co. and 
Ohio Cities Water Corp., and provide cash working capi- 
tal. Common stock is to be offered initially for cash 
to common stockholders of parent and to public holders 
of preferred stocks of Community and Ohio in exchange 
for their shares. Stock not subscribed or issued under 
exchange offers are to be sold for cash to underwriters. 
For details see issue of April 4. 


American Zinc, Lead & Smelting Co., St. Louis 


Sept. 6 filed 336,550 shares common stock (par $1). Un- 
derwriting—No underwriting. Offering—Stock will be 
offered for subscription to common stockholders of rec- 
ord on Nov. 1 in the ratio of one additional share for 
each two shares held. The subscription offer will ex- 
pire on Nov. 21. Unsubscribed shares will be offered 
for subscription to officers and directors of the company. 
Price—By amendment. Proceeds—Working capital. 


Ansley Radio Corp., Trenton, N. J. 


Aug. 29 filed 70,000 shares of Class A cumulative con- 
vertible preferred stock ($5 par) and 70,000 shares of 
common (50c par) and warrants for 50,000 shares of 
common stock to be sold to underwriter at 5c per share 
warrant and exercisable through Oct. 1, 1951 for pur- 
chase of common at $1 per share. Underwriter — Amos 
Treat & Co. Offering—To the public in units of one 
share of preferred and one share of common. Prices— 
$7 per unit of one share of preferred and one share of 
common. Proceeds—To retire bank loans of approx- 
imately $100,000, to purchase wood-working machinery 
and for working capital. Temporary postponed. 


@® Apple Valley Building & Development Co., Long 
Beach, Calif. 

Oct. 3 (letter of notification) 30,000 shares ($10 par) 
Class A preferred and 30,000 shares Class B common to 
be issued to Newton T. Bass, Virginia W. Bass, B. J. 
Westlund, Bennett G. Tripp and Joseph A. Ball in the 
proportion that one share of common be issued for every 
share of preferred sold to the general public. Offering— 
Price, Class A preferred, $10 a share. No underwriting. 
To erect a guest ranch. 


Arkansas Western Gas Co. 
June 5 filed 33,639 shares of common stock (par $5). 
Underwriters—Rauscher, Pierce & Co. Inc., and E. H. 
Rollins & Sons Inc. Offering—Stock will be offered to 
the public. Price by amendment. Shares are being sold 
by six stockholders. 


Armour and Co., Chicago 


July 12 filed 350,000 shares (no par) cumulative first 
preference stock, Series A; 300,000 shares of convertible 


second preference stock, Series A, and 1,355,240 shares 
common stock (par $5). Underwriter—Kuhn, Loeb & 
Co., New York. Offering—The 350,000 shares of first 
preference stock will be offered in exchange to holders 
of its 532,996 shares of $6 cumulative convertible prior 
preferred stock at the rate of 1.4 shares of first prefer- 
ence stock for each share of $6 prior preferred. Shares 
of first preference not issued in exchange will be sold 
to underwriters. The 300,000 shares of second preference 
stock will be offered publicly. The 1,355,240 shares of 
common will be offered for subscription to common 
stockholders of the company in the ratio of one-third 
of a new share for each common share held. Unsub- 
scribed shares of common will be purchased by the 
underwriters. Price—Public offering prices by amend- 
ment. Proceeds—Net proceeds will be used to retire al} 
unexchanged shares of $6 prior stock and to redeem its 
outstanding 7% preferred stock. Temporarily postponed. 


Artcraft Hosiery Co., Philadelphia 

Sept. 27 filed 53,648 shares ($25 par) 44%% cumulative 
convertible preferred and 150,000 shares ($1 par) com- 
mon. It also covers shares of common reserved for issu- 
ance upon conversion of preferred. Underwriter—New- 
burger & Hano, Philadelphia. Price—$25.50 a preferred 
share and $12 a common share. Proceeds—Company will 
receive proceeds from the sale of all of the preferred 
and 100,00 shares of common. The remaining 50,000 
shares of common are being sold by three stockholders. 
Estimated net proceeds of $2,300,000 will be used by 
the company to pay off bank notes of about $1,100,000 
and to purchase additional machinery and equipment 
in the amount of $1,200,000. 


Beaunit Mills, Inc., New York 
Sept. 27 filed 180,000 shares ($2.50 par) common. Under- 
writer — White, Weld & Co., New York. Price — By 
amendment. Proceeds—Of the total, 140,000 shares are 
being sold by St. Regis Paper Co., New York, and the 
remaining 40,000 shares are being sold by I. Rogosin, 
President of Beaunit Mills, Inc. 


Bendix Helicopter, Inc., New York 
Sept. 18 (letter of notification) 20,000 shares of common 
stock (par 50¢). Offering—To be publicly offered at $1.20 
per share (estimated market). Underwriter — Bond & 
Goodwin, Inc. will act as broker. Proceeds to selling 
stockholders. 


Berbiglia, Inc., Kansas City, Mo. 
Sept. 12 (letter of notification) 41,000 shares of 5% 
cumulative convertible $6 par preferred, Offering price, 
$6 a share. Underwriter—Estes, Snyder & Co., Topeka, 
Kans. To pay outstanding indebtedness and expenses an@d 
to open five additional stores in Kansas City, Mo. Offer- 
ing temporarily postponed. 


® Borchardt (E. H.) & Co., Belle Glade, Florida 


Sept. 23 (letter of notification) 27,000 shares Class A 
stock (par $10) and 27,000 shares of common stock (par 
$1). Underwriter—Blair & Co. Proceeds—Working 
capital. 


Black, Sivalis & Bryson, Inc., Kansas City, Mo. 
July 29 filed 100,600 shares ($1 par) common stock. 
Underwriters—F. S. Yantis & Co., Inc., and H, M. 
Byllesby and Co. Offering—Shares were sold to the 
underwriters on July 29, 1946 at $10.70 a share. They 
will be offered to the public at $12.50 a share. Offer- 
ing date indefinite. 


Blumenthal (Sidney) & Co. Inc., New York 
Aug. 30 filed 119,706 shares (no par) common and sub- 
scription warrants relating to 30,000 shares thereof. 
Underwriting — None. Proceeds—For reimbursement 
of company’s treasury for funds expended in re- 
demption of 3,907 shares of 7% cumulative pre- 
ferred on April 1, and for funds deposited in trust for 
redemption on Oct. 1 of remaining preferred shares. Al- 
though it was proposed to offer the stock for subscrip- 
tion to stockholders at $10 per share, company on Sept. 
20 decided to withhold action at this time. 


Boston Store of Chicago, Inc. 
Sept. 10 filed 30,000 shares ($50 par) 5% cumulative 
preferred and 500,000 shares ($1 par) common. Under- 
writers—Paul H. Davis & Co. and Stroud & Co., Inc. 
Offering—Preferred will have non-detachable stock 
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(Showing probable date of offering) 
October 14, 1946 


Florida Frozen Fruits Inc,__-_-----------Common 
Fownes Brothers & Co Inc._____--_-_Capital Stock 
Leader Enterprises Inc.__.__Preferred and Common 


October 15, 1946 
Duluth Missabe & Iron Range RR. (Noon) -_-Bonds 


eee eee COle.. .. won caderecee= Common 
Northwest Airlines, Inc.___---------+----- Common 
Northwestern Public Service Co. 

yiy ON sy  . » TGR AE Eee Bonds 
Plastic Molded Arts Inc.__---------- Pfd. and Com. 
Red Rock Bottling Co........-.-...-=s--- Common 
Western Maryland Ry..----------- Eqp. Trust Ctfs. 


October 22, 1946 
Delaware Lackawanna & Western RR. 


ES RIS ie eee ia: Equip. Trust Ctfs. 
October 28, 1946 
PRIS BNGic amocedvidosudwtne Class A and Common 











purchase warrants.for purchase of 30,000 shares of com- 
mon stock of the total common, 375,000 shares will be 
offered for sale for cash. 30,000 shares are reserved for 
issuance upon exercise of warrants attached to preferred 
and 95,000 shares are reserved for issuance upon exer- 
cise of outstanding warrants. Price—By amendment. 
Proceeds—Net proceeds, together with other funds, will 
be used to pay the company’s 2% subordinated note in 
the principal amount of $5,268,750 and accrued interest. 


Bowman Gum, Inc., Philadelphia 
Sept. 27 filed 268,875 shares ($1 par) common. Under- 
writer—Van Alstyne, Noel & Co., New York. Price—By 
amendment. Proceeds—Stock is being sold by share- 
holders who will receive proceeds. 


Braunstein (Harry), Inc., Wilmington, Del. 
Sept. 25 filed 12,500 shares ($25 par) 442% cumulative 
convertible preferred stock and 50,000 shares (20¢ par) 
common stock. Underwriter — C. K. Pistell & Co., Inc., 
New York. Price — $25.a- Share for preferred and $11 
a share for common. Proceeds—7,000 preferred shares 
are being sold by company, the remaining 5,500 pre- 
ferred shares and all of the common are being sold by 
present stockholders. Net proceeds to the company, es- 
timated at $147,500, will”be.used to prepay to the ex- 
tent possible outstanding $149,300 mortgage liabilities. 


Briggs & Stratton Corp., Milwaukee 
Aug. 9 filed 76,000 shares (no par) capital stock. Under- 
writers—A. G. Becker & Co., Inc., Chicago. Price by 
amendment. Proceeds—Shares are being sold by stock- 
holders. Temporarily postponed. 


Brooklyn (N. Y.) Union Gas Co. 


May 3 filed 70,000 shares of cumulative preferred stock 
($100 par). Underwriters—To be filed by amendment. 

Bids Rejected—Company July 23 rejected two bids re- 
ceived for the stock. Blyth & Co., Inc., and F. S. Mose- 
ley & Co. and associates submitted a bid of 100.06 for a 
4.30% dividend. Harriman Ripley & Co. and Mellon 
Securities Corp. bid 100.779 for a 4.40% dividend. In- 
definitely postponed. 


Brown & Bigelow, St. Paul 


July 19 filed 35,000 shares of 442% ($100 par) cumulative 
preferred stock and 427,558 shares ($1 par) common 
stock. Underwriters—Reynolds & Co., New York. Offer- 
ing—19,079 preferred shares will be offered to 6% pre- 
ferred stock on a share for share exchange basis. Shares 
mot issued in exchange plus 15,921 additional will be 
offered to the public, Of the total common, the company 
is selling 67,500 shares to underwriters for public offer- 


ing and 55,177 shares are to be offered in exchange for 
outstanding capital stock of Consolidated Printing Ink 
Co., Quality Park Box Co., Inc., and John Beissel Co., 
which will become subsidiaries. In addition, stockholders 
of the company are selling 322,521 shares to the under- 
writers for public offering. Price—Preferred $103.50 a 
share; common $26.50 a share. Proceeds—Net proceeds to 
the company will be used to redeem unexchanged shares 
of 6% preferred at 110% and for increasing general 
corporate funds. Offering temporarily postponed. 





Brunner Manufacturing Co., Utica, N. Y. 


Sept. 13 filed 180,185 shares ($1 par) common. Under- 
writers—George R. Cooley & Co., Inc., Albany, N. Y., 
and Mohawk Valley Investing Co., Inc., Utica. Offering— 
Of the total, 110,000 shares will be offered publicly and 
the remaining 70,185 shares will be offered in exchange 
for 23,395 shares of Class B common of American Gas 
Machine Co., of Albert Lea, Minn., on the basis of three 
shares for each Class B share. Price—$10.25 a share. 
Proceeds—Net proceeds will be used to redeem the out- 
standing Class A common shares of American Gas and 
the outstanding preferred stock of Brunner, 


Buffonta Mines Ltd., Toronto, Can. 


Sept. 12 filed 1,000,000 shares $1 par (Canadian cur- 
rency) common. Underwriting — George F. Jones Co., 
Inc., Buffalo, N. Y. Price—$1 a share, American cur- 
rency. The underwriting commission will amount to 20 
cents a share. Proceeds—For development of gold min- 
ing properties. 


Burgess-Norton Mfg. Co., Geneva, Ill. 


Sept. 23 filed 10,000 shares ($50 par) 5% cumulative 
preferred and 120,000 shares ($2.50 par) common. Under- 
writer—H. M. Byllesby and Co. (Inc.), Chicago. Offer- 
ing—Of the common, 110,000 shares are being sold by 
stockholders. The remaining 10,000 shares are reserved 
for issuance upon the exercise of warrants attached to 
the preferred. Price by amendment. Proceeds—To re- 
imburse treasury for purchase of machinery and equip- 
ment at a cost of $98,386 and payment for new building 
being constructed at estimated cost of $223,700; balance 
for purchase of additional machine tool equipment. 


California Oregon Power Co. 


May 24 filed 312,000 shares of common stock (no par). 
Stock will be sold through competitive bidding. Under- 
writers—Names by amendment. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Harri- 
man Ripley & Co. Offering—Stock is being sold by 
Standard Gas and Electric Co., parent, of California. 
Bids Rejected—Standard Gas & Electric Co. rejected 
June 25 two bids for the purchase of the stock as un- 
satisfactory. Blyth & Co., Inc., and First Boston Corp. 
bid of $28.33 a share, and Harriman Ripley & Co. bid 
of $24.031 a share. Stock will again be put up for sale 
when market conditions improve. 


California-Pacific Utilities Co., San Francisco 


Sept. 6 filed $1,670,000 of first mortgage bonds, Series 
B, due 1971, and 33,610 shares ($20 par) common. 
Underwriters—To be determined by competitive bid- 
ding. Probable bidders include Halsey, Stuart & Co., 
Inc. (bonds only). Proceeds—Net proceeds will be used 
to redeem outstanding 312% mortgage bonds of East- 
ern Oregon Light & Power Co.; whose electric ‘prop- 
erties were recently acquired by the company; to pay 
off short term indebtedness and to reimburse its treas- 
ury for previous expenditures, 


@® Cameron Aero Engine Corp., New York 

Oct. 2 (letter of notfication) 60,000 shares of common. 
Offering—Price $2 a share. Underwriter—R. A. Keppler 
& Co., Inc., New York. Preceeds—To demonstrate the 
Cameron Engine by flight tests in company-owned plane. 


Camfield Mfg. Co., Grand Haven, Mich. 


July 29 filed 220,000 shares ($1 par) common stock. Un- 
derwriters—Gearhart & Co., Inc. Offering—Of the shares 
registered, 100,000 are issued and outstanding and will 
be sold to the underwriters by three stockholders ut 
$4.50 a share for their own account. The remaining 
120,000 shares are being offered by the company. Price 
$4.50 a share. Proceeds—Company’s share to pay rene- 
gotiation refund in amount of $180,000 to the U. S. 
Government, and for additional working capital. Offer- 
ing date indefinite. 


Canadian Admiral Corn. Ltd., Toronto 


July 8 filed 150,000 shares ($1 par) common stock. 
Underwriter—Dempsey & Co. Offering—Stock initially 
will be offered to common stockholders of Admiral Corp. 
at $3 a share. Proceeds—$75,000 is earmarked for pur- 
chase of machinery and equipment, and tools, jigs, dies 
and fixtures: balance wil] be available for corporate 
purposes. Indefinitely delayed. 


Carscor Porcupine Gold Mines, Ltd., of Toronto, 
Ontario 

June 24 filed 400,000 shares of common stock. Under- 
writer—Registrant will supply name of an American 
underwriter by post-effective amendment. Offering— 
To the public at $1 a share in Canadian funds. Proceeds 
—For a variety of purposes in connection with explora- 
tion, sinking of shafts, diamond drilling and working 
capital. 


Central Electric & Gas Co., Sioux Falis, S. D. 


May 29 filed 35,000 shares of $2 cumulative preferred 
stock, series A (no par), but with a stated value of $53 a 
share, and 175,000 shares of common stock (par $1). 
Underwriter—Paine, Webber, Jackson & Curtis, 

cago. Offering—The stocks will be offered to the publie 
at prices to be supplied by amendment. Proceeds—Te 
pay off $3,000,000 loan from First National Bank Chi- 
cago and Harris Trust and Savings Bank, Chicago, bal- 
ance working capital. 


_— Illinois Public Service Co., Springfield, 
I . 


Aug. 14 filed 150,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—To be determined by com- 
petitive bidding. Probable bidders include Dillon, Read 
& Co., Inc.; Smith, Barney & Co., White, Weld & Ce; 
Glore, Forgan & Co.; Lehman Brothers and Lazard, 
Freres & Co. (jointly). Offering—New preferred stoek 
will be offered on a share for share exchange basis to 
holders of its old preferred stock other than the Middle 
West Corp. which holds 38,564 shares of such stock. If 
more than 150,000 shares of old preferred stock are de- 
posited for exchange the number of shares to be ex- 
changed will be pro rated. Shares of new preferred not 
issued in exchange will be sold to underwriters. Pre- 
ceeds—Net proceeds from sale of shares not issued im 
exchange will be used to redeem old preferred at $110 
a share and accrued dividends. 


Central & South West Utilities Co. 

Aug. 30 filed its ($5 par) capital stock. Company’s name 
is to be changed by post effective amendment to Centzal 
& South West Corp. (Del.) Prospectus will be issued 
in connection with the public invitation for sealed bids 
for the purchase of a sufficient number of such shames 
as same will be constituted upon consummation of a 
proposed merger into the issuer of American Pubiie 
Service Co., to provide funds for retiring the preferemee 
shares of the issuer and American Public Service Ce., 
not exchanged for shares of the merged corporation. 
Underwriters by amendment. Possible bidders: Glere, 
Forgan & Co.; Lehman Brothers-Lazard Freres & Ca. 
(jointly); Smith, Barney & Co.-Harriman, Ripley & Ce. 
(jointly); Blyth & Co., Inc., Stone & Webster Securities 
Corp. and First Boston Corp. (jointly). Price by amend- 
ment. Business—Public utility holding company. 


Central Soya Co., Inc., Fort Wayne, Ind. 

Aug. 21 filed 90,000 shares (no par) common. Under- 
writers —- Glore Forgan & Co., Chicago. Offering — 
Common shares initially will be offered for subscriptien 
to common stockholders at rate of one share for each 
7143 shares held. Unsubscribed shares will be sold te 
underwriters. Price by amendment. Proceeds—Working 
capital, etc. Offering indefinitely postponed. 


Chase Candy Co., St. Joseph, Mo. 


Sept. 12 filed $2,500,000 of 4% sinking fund debentures, 
due 1961; 100,000 shares ($20 par) 5% convertible cumu- 
lative preferred, and 170,000 shares ($1 par) commen. 
Underwriters — F. S. Yantis & Co., Inc. and H. M. 
Byllesby and Co. (Inc.), Chicago, and Herrick Waddell 
& Co., Inc., New York. Offering—Common will be oaf- 
fered for subscription at $10 a share to common stoeck- 
holders at rate of one share for each two shares held 
of record on Oct. 19. Shares of common not subscribed 
for will be offered for sale to officers, directors and 
employees. Price—The debentures will be offered at 
100 and the preferred at $20 a share. The common  - 
be offered to stockholders at $10 a share. Pursuant to 
common stock subscription rights, F. S. Yantis & Co. 
will purchase 100,000 shares of the 170,000 shares of 
common for investment. Any of the remaining 70,000 
shares which are not subscribed for by stockholders and 
officers, directors and employees will be sold to the 
underwriters. Proceeds—Net proceeds, estimated at $5,- 
856,125, will be used to pay the balance of the purchase 
price, amounting to $5,150,000, for acquisition of the 
candy manufacturing business operated by Clinton In- 
dustries, Inc., as its national candy division with plants 
in St. Louis, Mo., and Chicago. The balance will be used 
to redeem its 4% serial debentures and for additional 
working capital. 


Clary Multiplier Corp., Los Angeles 
Sept. 3 filed 150,000 shares 544% cumulative convertible 
preferred stock (par $5). Underwriting—Maxwell, Mar- 
shall & Co., Los Angeles. Price—$5.25 a share. Proceeds 
—Net proceeds, estimated at $650,000, will be used to 
repay a $90,000 bank loan, to construct a factory and 
office building at San Gabriel, Calif., at a cost of abeut 
(Continued on page 1838) 
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(Continued from page 1837) 
$250,000, and to purchase additional equipment, esti- 
mated at $250,000. The balance will be added to work- 
ing capital. Offering temporarily postponed. 


Climax Industries, Inc., Chicago 


Aug. 28 filed 150,000 shares 5% convertible cumulative 
preferred ($10 par) and 250,000 shares ($1 par) out- 
standing common stock. Underwriter—Brailsford & Co. 
Offering— company is offering the preferred and Gen- 
eral Finance Corp., issuer’s sole stockholder, is offering 
the common for its own account. Prices by amendment. 
Proceeds of preferred to pay company’s indebtedness to 
General Finance Corp., purchase equipment and real 
estate and for working capital. Indefinitely postponed. 


@ Coast Transportation Co., Inc., New Orleans, 
Oct. 4 (letter of notification) 27,900 shares ($10 par) 
capital stock. Offering — Price $10 a share. Under- 
writer—R. S. Hecht & Co., and Howard, Labouisse, 
Friedrichs & Co., New Orleans. Proceeds—For purchase 
of six barges and for additional working capital. 


Colonial Sand & Stone Co., Inc., N. Y.! 


August 15 filed 300,000 shares ($1 par) common stock. 
Underwriters—Emanuel, Deetjen & Co., New York. Price 
by amendment. Proceeds—Company will receive pro- 
ceeds from the sale of 150,000 shares and Generoso Pope, 
President of company, who is selling the remaining 150,- 
000 shares will receive proceeds from these shares. The 
company will use its proceeds for payment of mortgage 
notes, open account indebtedness and for purchase of 
additional equipment. Any balance will be added to 
working capital. Indefinitely postponed. 


Colorado Milling & Elevator Co., Denver, Colo. 


Aug. 20 filed 70,000 shares ($50 par) cumulative con- 
vertible preferred stock. Underwriter—Union Securi- 
ties Corp., New York. Price by amendment. Proceeds 
—Prior to the proposed issue of preferred stock, the 
company plans to call its $3 cumulative convertible pre- 
ferred stock for redemption at $55 a share plus accrued 
dividends. Funds for the redemption will be supplied 
by a short term bank loan. Proceeds from the sale of 
preferred, together with other funds, will be used to 
repay the bank loan. Indefinitely postponed. 


ae ss Aircraft Products Inc., Somerville, 

June 26 filed 150,000 shares ($4 par) 30c cumulative 
convertible preferred stock, convertible into common 
stock in the ratio initially of 142 shares of common for 
each share of preferred. Underwriters—Floyd D. Cerf 
Co., Inc., Chicago. Offering—Company offered 59,5854 
shares for subscription to present common stockholders 
of record Aug. 6 at $4.50 a share in the ratio of one share 
of preferred for each share of common held. Rights 
expired Aug. 20. The offering to common stockholders 
excluded the two principal stockholders who waived 
their rights to subscribe. The remaining 90,414%4 shares 
and shares not subscribe<dl to by common stockholders 
will be offered to the public through underwriters. Price 
—$5 a share. Proceeds—Approximately $55,000 for pay- 
ment of Federal taxes; $250,000 fer payment of a loan; 
$50,000 as a loan to Palmer Brothers Engines, Inc., a 
subsidiary, balance working capital. 


Commonwealth Aviation Corp., New York 
June 28, 1946 filed 150,000 shares ($10 par) 442% cumu- 
lative convertible preferred stock and 300,000 shares 
($1 par) common stock. Underwriters—To be supplied 
by amenciment. Price—$12 a share of preferred and $7 
a share of common. Proceeds—Estimated net proceeds of 
$3,420,000 will be used for working capital. 


Commonwealth Telephone Co., Madison, Wis. 
Sept. 23 filed 16,071 shares ($100 par) $4 cumulative 
preferred. Underwriters — Paine, Webber, Jackson & 
Curtis and Stone & Webster Securities Corp. Offering— 
Shares will be offered for exchange for $5 cumulative 
preferred, on a share for share basis, plus cash adjust- 
ment. Shares not exchanged will be sold to underwriters. 
Price by amendment. Proceeds—To redeem at $110 a 
share, plus divs., all unexchanged old shares, 


Consolidated Hotels, Inc., Los Angeles 

Aug. 9 filed 97,363 shares ($25 par) 44%% convertible 
preferred stock and 150,000 shares (50c par) common. 
Underwriter—Lester & Co., Los Angeles. Price—$25 a 
share of preferred and $9 a share of common. Proceeds 
—Of the total, the company will receive proceeds from 
the sale of 851 shares of preferred. The remaining shares 
of preferred and all of the common are being sold by 
Ben Weingart, President and director. Company will 
add the proceeds to working capital. 


Consumers Power Co., Jackson, Mich. 

Aug. 9 filed an unspecified number of shares (no par) 
common stock. Underwriters—To be determined by 
competitive bidding. Probable bidders include Morgan 
Stanley & Co.; Lehman Brothers; Shields & Co.: Harri- 
man Ripley & Co. and The First Boston Corp. (jointly). 
Price by amendment. Sale Postponed—The company on 
Sept 19 postponed indefinitely the sale of the stock. 
Bids were advertised for Sept. 24, 


Continental Motors Corp., Muskegon, Mich. 
July 8 filed 250,000 shares 44%% cumulative convertible 
preferred stock, Series A ($50 par). Underwriters—Van 
Alstyne, Noel & Co. Offering—Price by amendment. 
Proceeds—For rearrangement and expansion of the com- 


pany’s manufacturing plants, acquisition of additional 
tools and facilities, and for additional working capital 
requirements. Offering temporarily postponed. 


Continental-United Industries Co., Inc. 
Aug. 2 filed 150,000 shares (31 par) common. Under- 
writers—Aronson, Hall & Co. Price $8.25 per share. 
Proceeds—To repay demand loans and for general funds. 
(Originally company filed for 80,000 preferred shares 
par $25 and 350,000 common shares.) 


Cooper Tire & Rubber Co., Findlay, Ohio 

July 17 filed 60,000 shares ($25 par) 44%% cumulative 
convertible preferred. Underwriters—Otis & Co. and 
Prescott & Co., Inc. Offering—To the public. Price— 
$25 a share. Proceeds—Estimated net proceeds of $1,- 
356,200 will be used to redeem its outstanding 4% deben- 
tures, due 1967, to pay certain debts and for additional 
eauipment, manufacturing space and working capital. 
Offering date indefinite. 


Copco Steel & Engineering Co., Detroit 

Aug. 19 filed 115,000 shares ($1 par) common. Under- 
writer—E. H. Rollins & Son, Inc., New York. Price 
by amendment. Proceeds—Of the shares being offered 
company is selling 100,000 shares and 15,000 shares are 
being sold by a stockholder. The company will use its 
proceeds to provide additional factory space and pur- 
chase machinery and equipment and to construct a new 
office building. The balance will be added to working 
capital. Offering date indefinite. 


Crawford Clothes, Inc., L. I. City, N. Y. 


Aug. 9 filed 300,000 shares ($5 par) common stock. 
Underwriters—First Boston Corp., New York. Price by 
amendment. Proceeds—Go to Joseph Levy, President, 
selling stockholders. Offering date indefinite. 


Cyprus Mines, Ltd., Montreal, Canada 
May 31 filed 500,000 shares of common stock (par $1), 
Underwriters—Sabiston-Hughes, Ltd., Toronto. Offer- 
ing—Shares will be offered to the public at 75 cents a 
share. Proceeds—Net proceeds, estimated at $300,000, 
will be used for mining operations. Business — Explor- 
ing for ore. 


Danly Machine Specialties, Inc., Cicero, Ill. 
July 26 filed 62,000 shares ($25 par) 5% cumulative 
convertible preferred stock and 71,950 shares (par $2) 
common stock 40,000 by company and 31,950 by certain 
stockholders. Underwriters—Paul H. Davis & Co., and 
Shillinglaw, Bolger & Co., Chicago. Price by amend- 
ment. Proceeds—Company will use proceeds, together 
with a $1,000,000 bank loan, to purchase machinery, 
buildings and to retire bank indebtedness. Temporarily 
postponed. 


Deita Chenille Co., Inc., Jackson, Miss. 

Oct. 2 filed 300,000 shares (20¢ par) common. Under- 
writers—Names by amendment. Price, $8 a share. Pro- 
ceeds—Of total, eompany is selling 150,000 shares and 
remaining 150,000 shares are being sold by Apponaug 
Manufacturing Co., Inc. Principal stockholder estimated 
net proceeds to company of $1,007,913 will be added 
to general funds to be applied for corporate purpose. 
Company anticipates expenditures of $300,000 in 1946 
and $300,000 in 1947 for equipping and absorbing costs 
of starting operations of four plants, two of which al- 
ready have been contracted for. The balance will be 
added to working capital. 


Derby Oil Co., Wichita, Kans. 

July 19 filed 131,517.3 shares ($8 par) common stock. 
Underwriting—H. M. Byllesby and Co., Inc., Chicago, 
and Nelson Douglass & Co., Los Angeles. Price by 
amendment. Proceeds—Part of the estimated net pro- 
ceeds will be used to pay a bank loan. The remainder, 
with other funds, will be used to expand a drilling and 
exploration program. Indefinitely postponed. 


Detroit Typesetting Co., Detroit, Mich. 
Sept. 25 filed 70,920 shares ($1 par) common. Under- 
writer — C. G. McDonald & Co., Detroit. Price — $5.50 
a share. Proceeds — Stock is being sold by six share- 
holders who will receive proceeds. 


Dictaphone Corp., New York 

July 25 filed 65,347 shares (no par) common stock. Un- 
derwriter—Merrill Lynch, Pierce, Fenner & Beane, New 
York. Offering—Stock will be offered to stockholders 
at rate of one-half share for each share held. Unsub- 
scribed shares will be sold to underwriters. Price by 
amendment. Proceeds—To be added to general funds. 
Temporarily postponed. 


Dobbs Houses, Inc., Memphis, Tenn. 
Sept. 27 filed 75,000 shares ($1 par) common. Under- 
writer—Emanuel, Deetjen & Co., New York. Price—By 
amendment. Proceeds—Net proceeds will be used for 
expansion of business consisting of airline catering and 
restaurant and coffee shop operations. 


Drayer-Hanson, Inc., Los Angeles 
Aug. 12 filed 80,529 shares ($1 par) class A stock, con- 
vertible into common stock (par $1). Underwriters— 
Maxwell, Marshall & Co., Los Angeles. Price—To public 
$10.25 a share. Proceeds—Net proceeds, estimated at 
$694,761, will be used to pay off loans and accounts pay~= 
able. Offering temporarily postponed. 


Dumont Electric Corp., New York (10/15-16) 
Aug. 29 filed 94,000 shares of common stock (par 10c). 
Underwriter — First Colony Corp. Offering — 25,000 
shares being offered by Dumont Electric Corp., and 69,- 
000 shares by Dumont Electric Co., a limited partnership. 
Price by amendment. Proceeds—Net proceeds from the 


sale of the company’s 25,000 shares will be used for gen- 
eral corporate purposes, Offering temporarily postponed, 


El Paso (Tex.) Electric Co. ’ 

Sept. 27 filed $6,000,000 first.mortgage bonds, due 1976. 
Underwriter—By competitive bidding. Probable bidders 
include Stone & Webster Securities Corp.; Halsey, Stuart 
& Co. Inc. Proceeds—Net proceeds together with gen- 
eral funds, will be applied to the redemption of its 
$6,500,000 of first mortgage bonds, Series A, 344%, due 
1970, at 108. 


Electronic Laboratories, Inc., Indianapolis, Ind. 
July 29 filed 140,000 shares ($1 par) common stock, of 
which 40,000 shares are being sold by two stockholders. 
Underwriters—By amendment. May be placed privately. 
Price by amendment. Proceeds—From sale of company’s 
100,000 shares for purchase of inventory, payrolls, and 
working capital. 





Empire Millwork Corp., New York 

Aug. 28 filed 50,000 shares of $1.25 cumulative converti- 
ble preferred stock, (par $25) and 150,000 shares of 
common stock (par $1). Underwriters—Van Alstyne, 
Noel & Co. Proceeds—Corporation will receive the pro~- 
ceeds from the issuance of 50,000 shares of the common 
stock which will be used to increase productive capacity, 
add new lines of products and expand the business, The 
remaining 100,000 shares of common stock and the pre- 
ferred shares will be seld by present stockholders. Of- 
fering temporarily postponed. 


Engineers Waterworks Corp., Harrisburg, Pa. 
June 24 (letter of notification) $275,000 4% debentures 
due 1971. Underwriters—C. C. Collings & Co., and 
Stroud & Co., Inc., Philadelphia. Price, $101. Proceeds 
for purchase of additional water properties or their 
securities and for other corporate purposes. 


Ero Manufacturing Co., Chicago 
Sept. 5 filed 105,000 shares common stock (par $1). 


Underwriter—Straus & Blosser, Chicago. Price—$11.50 
a share. Proceeds — Shares are being sold by stock- 
holders. 


Farquhar (A. B.) Co., York, Pa. 
Sept. 26 filed 30,000 shares ($25 par) cumulative con- 
vertible preferred; 45,000 shares ($5 par) common; and 
an unspecified number of common shares to permit con- 
version of the preferred. Underwriter—Stroud & Co., 
Inc., Philadelphia. Price—By amendment. Proceeds — 
Proceeds will be used to redeem $355,350 442% sinking 
fund mortgage bonds, due Aug. 1, 1957, to pay off 
certain contracts and chattel mortgages of $72,000 and 
$800,000 to reduce principal on outstanding bank loans. 


Fashion Frocks, Inc. 

July 24 filed 200,000 shares ($1 par) common stock. 
Underwriter—Van Alstyne, Noel & Co. Offering—Offer- 
ing does not constitute new financing but is a sale of 
currently outstanding shares owned by members of the 
Meyers family, owner of all outstanding stock. After 
giving effect to the sale and assuming exercise of certain 
warrants and an option, the Meyers family will retain 
ownership of approximately 58% of the common stock. 
Offering temporarily postponed. 


Felt & Tarrant Manufacturing Co. 
Sept. 25 filed 251,340 shares of common stock (par $5). 
Underwriters — Lee Higginson Corp. and Kidder, Pea- 
body & Co. Offering — Shares are being sold by share- 
holders after consummation of proposed changes in com-— 
pany’s capitalization and the merging into the company 
of Comptometer Co. Price by amendment. 


Fiduciary Management, Inc., Jersey City, N. J. 
Sept. 27 filed 867,420 shares ($25 par) common. Under- 
writer—No underwriting. Offering—Stock will be of- 
fered for subscription to common stockholders on the 
basis of four additional shares for each one share held. 
Price—$3 a share. Proceeds—To increase capital so 
company may expand operations in the field of develop- 
ment and reorganization financing. 


Films Inc., New York (10/28-31) 

June 25, filed 100,000 shares ($5 par) class A stock and 
300,000 shares (10 cent par) common stock, of which 
200,000 shares reserved for conversion of class A. Each 
share of class A stock is initially convertible into 2 
shares of common stock. Underwriters—Herrick, Wad- 
dell & Co., Inc., New York. Offering—To be offered 
publicly at $8.10 a unit consisting of one share of class A 
stock and one share of common stock. Proceeds—$201,- 
000 for retirement of 2,010 shares ($100 par) preferred 
stock at $100 a share; remaining proceeds, together with 
other funds, will be used for production of educational 
films. 


Florida Frozen Fruits, Inc. (10/14-15) 


Sept. 26 (letter of notification) 75,000 shares ($1 par) 
common. Offering price, $3.75 a share. Underwriters— 
Willis E. Burnside & Co., New York, and Florida Securi- 
ties Co., St: Petersburg, Fla. Proceeds for purchase of 
land, buildings, machinery and equipment, repayment 
of loan and other expenses. 


Food Fair Stores, Inc., Philadelphia 
Aug. 5 filed 60,000 shares ($15 par) cumulative preferred 
stock. Underwriters—Eastman, Dillon & Co, Price by 
amendment. Proceeds—To be used to redeem 15-year 
314% sinking fund debentures, due 1959; and $2.50 cum= 
ulative preferred at $53 a share. Balance will be added 
to working capital. Temporarily postponed. 
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Foreman Fabrics Corp., New York 
July 29 filed 110,000 shares ($1 par) common stock, all 
outstanding. Underwriters—Cohu & Torrey. Price by 
amendment. Offering date indefinite. 


Foster & Kieiser Co., San Francisco 
July 29 filed 100,000 shares of $1.25 cumulative con- 
vertible preferred stock (par $25). Underwriter—Blyth 
& Co., Inc. Offering—Underwriters are making exchange 
offer to holders of Class A preferred on share for share 
basis plus a cash adjustment. Proceeds—Approximately 
$1,060,950 for redemption of class A preferred; balance 
for expansion, working capital, etc. Dividend rate and 
price by amendment. Offering temporarily postponed. 


Fownes Brothers & Co., Inc., N. ¥Y. (10/14-17) 
Aug. 6 filed 100,000 shares ($1 par) capital stock and 
warrants for 30,000 shares of capital stock to be sold to 
underwriter at 10c per share warrant and 5,000 shares 
of capital stock to be purchased by Milton Gluckman at 
$9.50 per share for investment. Underwriter — Van 
Alstyne, Noel & Co., New York. Proceeds—Shares are 
being sold by Ivens Sherr, President and A. I. Sherr, 
Executive Vice-President, who will receive proceeds. 
Offering temporarily postponed. 


Fresh Dry Foods, Inc., Columbia, S. C. 

Aug. 30 filed 450,000 shares (10¢ par) common. Under- 
writer—Newkirk & Banks, Inc. Offering—Of the total 
company is selling 350,000 shares and two stockholders, 
Roland E. Fulmer and Louis H. Newkirk, Jr., are selling 
the remaining 100,000 shares. Price—$6 a share. Proceeds 
—For purchase of sweet potatoes, plant expansion, addi- 
tional storage facilities, research and development work 
and working capital. 


General Bronze Corp., L. I. City 


July 26 filed 115,000 shares of cumulative convertible - 


preferred stock ($25 par). Underwriters—W. C. Langley 
& Co. and Aronson, Hall & Co. Price by amendment. 
Proceeds—To pay cost of acquisition, construction and 
equipment of new plant, and for working capital. In- 
definitely postponed. 


Glen Industries Inc., Milwaukee, Wis. 
July 31 filed 50,000 shares of $1.25 cumulative converti- 
ble preferred stock series A ($20 par) and 150,000 shares 
€10c par) common, all issued and outstanding and being 
sold by eight selling stockholders. Underwriters—Van 
Alstyne Noel & Co. Price by amendment. Proceeds— 


To selling stockholders. Offering temporarily postponed. 


Glencair Mining Co. Ltd., Toronto, Can. 
Oct. 2 filed 300,000 shares ($1 par) stock. Underwriter— 
Mark Daniels & Co., Toronto. Price—40 cents a share 
(Canadian Funds). Proceeds—For mine development. 


Glensder Textile Corp., New York 


Aug. 28 filed 355,000 shares ($1 par) common, of which 
55,000 shares are reserved for issuance upon the exer- 
cise of stock purchase warrants. Underwriter — Van 
Alstyne, Noel & Co. Offering—The 300,000 shares are 
issued and outstanding and being sold for the account 
of certain stockholders. Company has also issued 55,000 
stock purchase warrants to the selling stockholders at 
10 cents a share entitling them to purchase up to Aug. 1, 
1949, common stock of the company at $11 a share. Price 
by amendment. Offering temporarily postponed. 


Goldring Inc., New York 


Sept. 27 filed 210,000 shares (10¢ par) common. Under- 
writer—Merrill Lynch, Pierce, Fenner & Beane, New 
York. Price—By amendment. Proceeds—Company is 
selling 120,000 shares and 90,000 shares are being sold 
by shareholders. Company will use proceeds for expan- 
sion and modernization work, establishment of new 
retail departments and to replenish working capital. 


Grand Canyon-Boulder Dam Tours, Inc., Boulder 
City, Nev. 


Sept. 3 filed 636,500 shares ($5 par) capital stock. Under- 
writing—There will be no underwriting but Everett N. 
Crosby, President and James Manoil, Treasurer, will act 
as selling agents. Offering—Of the total 500,000 shares 
will be offered to the public and the remaining 136,500 
shares will be reserved for issuance partly in payment 
of an indebtedness. Partly as a commission to the selling 
agents and partly on exercise of options. Price—$5 a 
share. Proceeds—For refinancing of company and for 
working capital and funds for development and construc- 
tion program. 


Griggs, Cooper & Co., St. Paul, Minn. 
Sept. 3 (letter of notification) 12,000 shares ($1 par) 
common. Underwriters—Kalman & Co., Inc., St. Paul. 
Price—$25 a share. Proceeds — For improvement and 
modernization program. Offering indefinitely postponed. 


Grolier Society, Inc., New York 


July 29 filed 18,500 shares at $4.25 cumulative preferred 
stock ($100 par), with non-detachable common stock 
purchase warrants entitling registered holders of shares 
of the $4.25 preferred to purchase at any time 64,750 
shares of common stock at $16 a share at the ratio of 3% 
common shares for each preferred share held; and 120,- 
shares of $1 par common stock. Underwriters—H. 
. Byllesby and Co., Inc. Offering—Underwriters to 
purchase from the company 18,500 shares of preferred 
and 20,000 shares of common; and from Fred P. Murphy 
and J. C. Graham, Jr., 100,000 shares of issued and out- 
standing common. Prices, preferred $100 a share; com- 
mon $14 a share. Proceeds—To retire $6 cumulative 
preferred, pay notes, discharge a loan. Offering tem- 
porarily postponed. 


Gulf Atlantic Transport’n Co., Jacksonville, Fla. 


Jan. 17 filed 270,000 shares of common stock (par $1). 
Underwriters—Blair & Co. Offering—Stock is being of- 
fered to present shareholders at $3 per share. Holders 
of approximately 200,000 shares have agreed to waive 
their preemptive rights. Offering date indefinite. 


Hammond Instrument Co., Chicago 


Aug. 8 filed 80,000 shares ($1 par) common. Under- 
writer: Paul H. Davies & Co., Chicago. Price by amend- 
ment. Proceeds—Net proceeds will be used to redeem 
its outstanding 6% cumulative preferred stock at an 
estimated cost of $213,258, exclusive of accrued divi- 
dends. It also will use approximately $402,000 toward 
the purchase of a manufacturing plant in Chicago; bal- 
—— working capital. Offering temporarily post- 
poned., 


Hartfield Stores, Inc., Los Angeles 

June 27 filed 100,000 shares ($1 par) common stock. 
Underwriters—Van Alstyne, Noel & Co., New York, and 
Johnston, Lemon & Co., Washington, D. C. Offering— 
To be offered to the public at $8 a share. Proceeds— 
Company is selling 60,000 shares and stockholders are 
selling 40,000 shares. The company will use its proceeds 
to pay the costs of opening additional stores and to ex- 
pand merchandise in its existing stores. Offering tem- 
porarily postponed. 


Hayes Manufacturing Corp., Gr. Rapids, Mich, 
Feb. 27 filed 185,000 shares of common stock ($2 par). 
hares are being sold by certain stockholders. Stock 
acquired by selling stockholders in exchange for 432,000 
shares of common stock (par $3) of American Engineer- 
ing Co. Underwriter—By amendment. Offering—Price by 
amendment, 


Hell, .Inc., Las Vegas, Nev. 
ct. 2 (letter of notification) 1,015 shares of common 
$10 par). Offering—Price $10 a share. No underwrit- 
ing. To build am amusement resort in the form of an 
old Western city which will include restaurants, bars, 
cafes, gambling halls, beauty parlors, etc., all of which 
are to be leased to individuals. 


Holt (Henry) & Co., Inc., New York 

June 28, 1946 filed 20,000 shares of 442% ($25 par) cumu- 
lative convertible preferred stock and 33,884 shares 
($1 par) common stock. Undrewriters—Otis & Co., Cleve- 
land, Ohio. Offering—Company is selling the preferred 
shares and stockholders are selling the common shares, 
Price—$25 a share of preferred. Price for the common 
by amendment. Proceeds—Net proceeds will be added 
to general funds. Offering date indefinite. 


Illinois Power Co., Decatur, Ill. 


June 17, filed 200,000 shares ($50 par) cumulative pre- 
ferred stock and 966,870 shares (no, par) common stock, 
Underwriters—By competitive bidding. Probable bid- 
ders include Blyth &*°Co., Inc. and Mellon Securities 
Corp. (jointly) and Morgan Stanley & Co. and W. E. 
Hutton & Co. (jointly). Proceeds—Net proceeds from the 
sale of preferred will be used to reimburse the com- 
pany’s treasury for construction expenditures. Net pro- 
ceeds from the sale of common will be applied for re- 
demption of 5% cumulative convertible preferred stock 
not converted into common prior to the redemption 
date. The balance will be added to treasury funds, 
Company has asked the SEC to defer action on its fi- 
nancing program because of present market conditions, 


international Dress Co., Inc., New York 


Aug. 28 filed 140,000 shares of common stock (var $1). 
Underwriter—Otis & Co. Offering—Price $10 per share. 
Proceeds—Selling stockholders will receive proceeds. 
Offering date indefinite. 


@® Jacobs (Irvin) & Co., Chicago 

Sept. 30 (letter of notification) 2,500 shares of $4.50 
cumulative preferred. The company also intends to offer 
an aggregate of 400 shares of common to a few key 
employees. Offering—Price of preferred, $100 a share. 
No underwriting. To increasing working capital. 


Jensen Manufacturing Co., Chicago 
July 24 filed 148,176 shares ($1 par) common stock. Un- 
derwriter—Doyle, O’Connor & Co., Chicago. Price, 
$8.8742 a share. Proceeds—Shares are being sold by 
two stockholders. Offering temporarily postponed. 


Kalamazoo (Mich.) Vegetable Parchment Co. 
Sept. 3 filed 100,000 shares ($10 par) common stock, 
Underwriting — No underwriting. Offering — for sub- 
scription to common stockholders in the ratio of one 
share for each five shares held. Price—$15 a share. 
Proceeds—Proceeds, estimated at $1,500,000, will be used 
to retire a $500,000 short-term bank loan, to make loans 
to The KVP Co. Ltd., a subsidiary, and to increase work- 
ing capital. 


@® Kaman Aircraft Corp., West Hartford, Conn. 
Oct. 7 (letter of notification) 20,000 shares (no par) 
class A common and 10,000 shares (no par) class B 
common. Offering price, $10 a share. No underwriting. 
To pay operating and research exvenses in connection 
with the development of aircraft of all types. 


Kane County Title Co., Geneva, Ill. 
Sept. 25 (letter of notification) 4,000 shares of common. 
Offering—To be offered to stockholders of record Oct. 4 
for subscription at $30 a share at the rate of one share 
for each two shares held. Subscription rights terminate 
Nov. 3. Any unsubscribed shares will be purchased by 


Chicago Title & Trust Co., a stockholder. No under- 
writing. For expansion of building and plant facilities. 


@ Kenmar Manufacturing Co., East Palestine, O. 
Oct. 2 (letter of notification) 5,000 shares (no par) com- 
mon. Offering—Price $10 a share. No underwriting. 
For expansion and improvement of manufacturing facili- 
ties or for other corporate purposes, 


Lake State Products, Inc., Jackson, Mich. 


Aug. 27 (letter of notification) 100,000 shares ($1 par) 
common for benefit of issuer. Underwriter—Keane & 
Co., Detroit. Offering—Price $2.50 a share. Proceeds 
for working capital to enable issuer to produce its prod- 
uct, an automatic dishwashing machine in commercial 
quantities. 


@ Langevin Co. Inc., New York 

Oct. 3 (letter of notification) 39,600 shares ($4 par) con- 
vertible Class A stock and 19,500 shares (10c par) com- 
mon on behalf of the company and 19,000 shares of ($4 
par) Class A and 9,500 shares of the common on behalf 
of Carl C. Langevin, President of the Company. Offering 
—Price $5.125 a unit consisting of one share of Class A 
stock and one-half share of common. 3,000 units are 
reserved for sale to certain officers and employees of 
the company. Underwriter—Hill, Thompson & Co., Inc., 
New York. Preceeds—For payment of indebtedness and 
to increase working capital. 


Leader Enterprises, Inc., New York (10/14-15)) 
Sept. 26 (letter of notification) 150,000 shares of (10¢ 
par) common and 57,000 shares ($5 par) 6% cumulative 
convertible preferred, Series A. Price—10 cents a com- 
mon share and $5 a preferred share. Underwriter— 
Gearhart & Co., Inc., New York. Proceeds—To replace 
working capital used to promote new publication called 
Fashion Trades and to provide additional working 
capital. 


Lime Cola Co., Inc., Montgomery 
June 28, 1946 filed 225,000 shares (10 cent par) common 
stock. Underwriters—Newburger and Hano, Philadel. 
phia, and Gearhart & Co., Inc., New York. Price—$5.50 
a share. Proceeds—Working capital, ete, Offering tem- 
porarily postponed. 


Macco Corp., Clearwater, Calif. 
Sept. 25 filed 100,000 shares ($1 par) capital stock. 
Underwriter — Dean Witter*& Co., Los Angeles. Price— 
By amendment. Proceeds — To pay off outstanding 
bank loans. 


Mada Yellowknife Gold Mines, Ltd., Toronto 
June 7 filed 250,000 shares of capital stock (par 40c). 
Underwriters — Names to be supplied by amendment. 
Offering—Stock will be offered publicly in the U. S. at 
40c a share (Canadian money). Proceeds—Proceeds, 
estimated at $75,000, -will be used in operation of the 
company. Business—Exploring and developing gold 
mining properties. 


Maine Public Service Co., Preque Isle, Me. 
June 25 filed 150,000 shares ($10 par) capital stock. 
Underwriters—To be determined through competitive 
bidding. Probable bidders include The First Boston 
Corp.; Kidder, Peabody & Co., and Blyth & Co., Ine. 
(jointly); Harriman Ripley & Co; Coffin & Burr and 
Merrill Lynch, Pierce, Fenner & Beane, Proceeds—The 
shares are being sold by Consolidated Electric and Gas 
Co., parent of Maine Public Service, in compliance with 
geographic integration provisions of the Public Utility 
Holding Company Act. 


May McEwen Kaiser Co., Burlington, N. C. 
Aug. 22 filed 175,418 shares ($1 par) common stock. 
Underwriters—Goldman, Sachs & Co., and Hemphill, 
Noyes & Co. Price—By amendment. Proceeds—Net pro- 
ceeds go to 11 shareholders who are selling the stock 
being registered. Offering temporarily postponed. 


Mica Mountain Mines, Inc., Salt Lake City 


Sept. 11 (letter of notification) 171,000 shares of common 
for company, and 22,937 shares to be reoffered in the 
alternative for an oversale of offering covered by letter 
of notification filed Jan. 2, 1946. Offering price, 171,000 
shares — 25 cents each; 22,937 shares — 20 cents each. 
Underwriting, for the 171,000 shares only—Howard R. 
Clinger and O. M. Lyman, both of Salt Lake City. To 
finance operations until production returns begin. 


Michigan Gas & Elec. Co., Ashland, Wis. 


June 24 filed $3,500,000 of series A first mortgage bonds, 
due 1976; 14,000 shares ($100 par) cumulative preferred 
stock and 120,000 shares ($10 par) common stock. Un- 
derwriters—To be determined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kidder, Pea- 
body & Co.; The First Boston Corp.; Harris, Hall & Co. 
(Inc.); Merrill Lynch, Pierce, Fenner & Beane, and Ira 
Haupt & Co. Offering—New preferred will be offered 
on a share for share exchange basis to holders of its 
outstanding 7% prior lien, $6 no-par prior lien, 6% 
preferred and $6 (no par) preferred. _ Of the common 
stock being registered, company is selling 40,000 shares, 
Middle West is selling 57,226 shares and Halsey, Stuart 
& Co. Inc., New York, is selling 22,774 shares. Proceeds 
—Michigan will use net proceeds from bonds to redeem 
$3,500,000 334% series A first mortgage bonds, due 1972, 
at 106.75 and interest. Net proceeds from sale of com-= 
mon and from shares of new preferred not issued in ex- 
change will be used to redeem $375,000 31%2% serial de- 
bentures, due 1951, at 101.2 and _ interest. It also will 
redeem at 105 and accrued dividends all unexchanged 
shares of prior lien and preferred stocks. 


(Continued on page 1840) 
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Michigan Steel Casting Co., Detroit 
June 27 filed 100,000 shares ($1 par) common stock. 
Underwriters—Cray, McFawn & Co., Detroit. Offering— 
To be offered publicly at $8.25 a share. Proceeds—Pur- 
chase additional facilities, expansion, etc. Offering in- 
definitely postponed. 


Mississippi Fire, Casualty & Surety Corp. 
August 19 (letter of notification) 14,000 shares ($10 par) 
common stock, offering price $20 a share. Underwriter— 
Clany M. Seay, Jackson, Miss. will undertake to obtain 
signatures authorizing subscriptions for the stock to 
create capital and surplus for operation of business. 
Company is to be organized in Mississippi. 


Morrison-Knudsen Co., Inc., Boise, Idaho 


July 22 filed 249,550 shares ($10 par) common and 70,000 
shares of ($50 par) 442% cumulative convertible pre- 
ferred. Underwriter—Blyth & Co., Inc., and Wegener 
& Daly, Inc. Proceeds—Selling stockholders are of- 
fering 149,550 shares of the common and will receive 
proceeds from these shares. The company’s proceeds, 
together with funds to be provided from the sale of 
$2,000,000 of 34%% debentures, due 1961, will be used to 
retire its certificates of indebtedness, outstanding pre- 
ferred stock and a portion of its bank loans. It also will 
use the funds for investment in preferred stocks of sub-~ 
sidiaries. Price—Preferred, $50 per share; common, $16 
per share, Offering temporarily postponed. 


Mountain States Power Co. ' 


June 6 filed 140,614 shares of common stock (no par). 
Wnderwriters—To be determined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kuhn, Loeb 
& Co. and Smith Barney & Co. (jointly); Harriman, 
Ripley & Co.; The First Boston Corp. Offering—Shares, 
are owned by Standard Gas & Electric Co. and con- 
stitute 56.39% of the company’s outstanding common. 
Sale Postponed—Standard Gas & Electric Co, asked for 
bids for the purchase of the stock on Sept. 4, but the 
sale has been temporarily postponed. 


Muehlebach 
City, Mo. 
Sept. 25 filed 41,327 shares ($25 par) 5% cumul. par- 
ticipating preferred and 40,000 shares ($1 par) common. 
Wnderwriters — Headed by Stern Brothers & Co., Kan- 
sas City. Offering — Preferred and 20,000 shares of 
common will be offered publicly. Remaining 20,000 
shares common will be offered to officers and key em- 
ployees at $4.75 each. Price—Preferred $25 per share 
and common $5.75 per share. Proceeds—Of shares of- 
fered to public. 6,500 share of preferred and 20,000 shares 
of common are being sold by the company. Proceeds— 
Proceeds together with other funds, will be used to pay 
off $181,909 balance of note held by Schroder Trust Co., 
Wew York; to finance a proposed expansion program 
and to increase working capital. 


Murphy (G. C.) Co., McKeesport, Pa. 
June 13 filed 250,000 shares of common stock (par $1). 
Wnderwriter—Smith, Barney & Co. Price by amend- 
ment. Preceeds—Redemption of outstanding 434% pre- 
ferred stock at $109 a share plus dividends. Indefinitely 
postponed. 


National Alfalfa Dehydrating & Milling Co., 
Lamar, Colo. 


June 28 filed 28,960 shares of 442% cumulative preferred 
stock ($100 par), 250,000 shares of common stock ($1 
par) and warrants for 28,960 common shares (attached 
to preferred stock). Underwriters—Stone & Webster 
Securities Corp., and Bosworth, Chanute, Loughridge & 
Co. Price by amendment. Proceeds—Shares are out- 
standing and are being sold by stockholders. Tempora- 
wily postponed. 


(George) Brewing Co., Kansas 


National Aluminate Corp., Chicago 

Sept. 27 filed an unspecified number ($2.50 par) com- 
mon shares. Underwriters—First Boston Corp., New York, 
and Lee Higginson Corp., Chicago. Price—By amend- 
ment. Proceeds—The stock is issued and outstanding and 
is being sold by shareholders. Names of the selling 
stockholders and the number of shares to be sold by each 
will be supplied by amendment. : 


® National Gas & Oi! Corp., Colorado Springs, 
Colo. 

Oct. 2 (letter of notification) 82,000 shares ($1 par) 

common. Offering—Price $1 a share. No underwriting. 

To purchase a % interest in land located in La Flore 

County, Okla., and in drilling five wells to determine 

existence of gas and oil in commercial quantities. 


National Manufacture and Stores Corp., Atlanta 
June 12 (letter of notification) 8,500 shares of common 
stock. Offering price, $35 a share. Underwriters— 
Clement A. Evans & Co., Inc. Proceeds—For redemp- 
tion of outstanding $2.50 class A non-curnulative stock. 
Postponed indefinitely. 


® National Mines & Metals Corp., Seattle, Wash. 
Oct. 3 (letter of notification) 2,500 production deben- 
tures and 50,000 shares (5c par) capital stock. Offering 
—Price $100 each debenture. A bonus of 100 shares capi- 
tal stock will accompany each production debenture. No 
underwriting. For exploration, development and equip- 
ment to be used as corporation elects. 


Newburgh Steel Co., Inc., Detroit 


Aug. 2 filed 30,000 shares of 6% cumulative convertible 
preferred (par $10), and 30,000 common shares ($1 par). 


Underwriters—Names by amendment. Offering—Shares 
are issued and outstanding and are being sold by 
Maurice Cohen and Samuel Friedman, President 
and Secretary-Treasurer, respectively, each selling 15,000 
shares of preferred and 15,000 shares of common. Price 
—$10 a share for the preferred and $6 a share for the 
common. Expected late October or early November. 


New England Gas and Electric Association 


July 11 filed $22,500,000 20-year collateral trust sinking 
fund Series A bonds, and a maximum of 1,568,980 com- 
mon shares ($5 par). Underwriters—By amendment. 
Bidders may include Halsey, Stuart & Co. Inc. (bonds 
only), Bear, Stearns & Co. (stock only), First Boston 
Corp., White, Weld & Co.-Kidder, Peabody & Co. (jointly). 
Offering—Bonds and common stock are being offered in 
connection with a compromise recapitalization plan 
approved by the SEC, on June 24, 1946, which among 
other things provides for the elimination of all out- 
standing debentures and preferred and common stocks, 
and for the issuance of $22,500,900 of bonds and 2,300,000 
of new common shares. The SEC has extended to Nov. 
30 time within which refinancing may be carried out. 
Bids for the purchase of the bonds and the common 
stock which were to be received by the company Aug. 13 
were withdrawn Aug. 12. Sale postponed indefinitely. 


Northern Engraving & Mfg. Co., La Crosse, Wis. 


Aug. 29 filed 70,000 shares ($2 par) common stock. 
Underwriter—Cruttenden & Co. Offering—All shares 
are issued and outstanding and being sold for the account 
of present holders. Price—$16 a share. Proceeds—To 
selling stockholders. Indefinitely postponed. 


Northern Indiana Public Service Co. 


Aug. 28 filed maximum of 384,016 shares of common 
stock. Underwriters by amendment as shares will be 
offered under competitive bidding. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Stone 
& Webster Securities Corp., and Harriman Ripley & 
Co., Inc. (jointly). Of the shares registered, 182,667 are 
being sold by Midland Realization Co.; 54,426 by Mid- 
land Utilities Co., and 146,923 by Middle West Corp. 


Northwest Airlines, Inc. (10/15) 

Sept. 19 filed 271,935 shares ($10 par) common. Under- 
writer — Auchincloss, Parker & Redpath, Washington, 
D. C.; The First Boston Corp., and Hornblower & Weeks, 
New York. Offering—Shares initially will be offered for 
subscription to common stockholders of record Oct. 15 
in ratio of one additional share for each two shares 
held. Rights expire Oct. 28. Unsubscribed shares will 
be sold to underwriters. Price—By amendment. Pro- 
ceeds—To pay bank loans; purchase of additional equip- 
ment and facilities. 


Northwestern Public Service Co. (10/15) 
June 28 filed $5,275,000 first mortgage bonds, due 1973. 
Underwriters—To be determined by competitive bidding. 
Probable bidders include Halsey, Stuart & Co. Inc.; 
Harriman Ripley & Co., Inc.; Lee Higginson Corp.; A. G. 
Becker & Co., Inc., Salomon Brothers & Hutzler, Dick 
Merle-Smith, Drexel & Co., Harris Hall & Co. (Inc.) 
and Stroud & Co., (jointly). Bids Invited—Bids for the 
purchase of the bonds will be received at office of Chase 
National Bank N. Y. up to 11:30 a.m. on Oct. 15. 


Nugent’s National Stores, Inc., New York 

June 21 filed 85,000 shares ($1 par) common stock. 
Underwriters—Newburger & Hano, and Kobbe, Gearhart 
& Co., Inc. Price, $6.75 a share. Proceeds—Net pro- 
ceeds to the company from 62,000 shares, estimated at 
$350,200, will be applied as follows: About $111,300 for 
retirement of outstanding preferred stock; $41,649 to 
purchase 100% of the stock of two affiliates, and bal- 
ance $197,000 for other corporate purposes. The pro- 
ceeds from the other 3,000 shares will go to selling 
stockholders. Offering temporarily postponed, 


Ohio Associated Telephone Co. 


Sept. 11 filed $3,250,000 of first mortgage bonds, 2%% 
series, due 1976; and 35,000 shares (no par) $2 cumulative 
preferred. Underwriters — Paine, Webber, Jackson & 
Curtis and Stone & Webster Securities, both of New 
York. Offering—Of the preferred being registered, 21,- 
000 are being sold by the company and the remaining 
14,000 are being sold by General Telephone Corp. Price 
—By amendment. Proceeds—Net proceeds to the com- 
pany will be use to redeem its $1,770,000 of 342% first 
mortgage bonds, due 1970, at 107142%; to repay $1,450,- 
000 in bank loans; to pay General Telephone Corp. 
$937,518 in retirement of its 6% cumulative preferred 
owned by General and to reimburse its treasury for 
funds previously expended. 


Old Town Ribbon & Carbon Co. Inc., Brooklyn 
Sept. 19 filed 140,900 shares ($5 par) common. The 
shares are being sold by three stockholders. Underwriter 
—The First Boston Corp., New York. Price—By amend- 
ment. 


Olokele Sugar Co., Ltd., Honolulu, Hawaii 
Sept. 27 (letter of notification) 36,000 shares ($20 par) 
common. Offering price, $20 a share. No underwriter. 
For partial payment of construction of new village for 
employees of company, and roads and utilities appur- 
tenant thereto, or for partial payment of bank loans 
incurred for purpose of paying such construction costs. 


Orange-Crush de Cuba, S. A., Havana, Cuba 
July 22 filed 75,000 shares of $1.50 par common.  Under- 
writer—Elder,; Wheeler & Co. Offering—Price $8 a 
share. Proceeds—Of the total company is selling 25,000 
shares and stockholders are selling 50,000 shares. The 
company will use its proceeds for equipment. Offering 
date indefinite. ; 


@ Pacific Gas & Electric Co. 

Oct. 4 filed $25,000,000 234% ist and ref. mtge. bonds 
Series P due June 1, 1981. Underwriters—Names by 
amendment. Probable bidders include The First Boston 
Corp., Blyth & Co., Inc.; Halsey Stuart & Co., Inc 
Proceeds—To finance part of construction program. 


Pacific Power & Light Co., Portland, Ore. 

July 10 filed 100,000 shares ($100 par) preferred stock. 
Underwriters—By amendment. Probable bidders include 
Blyth & Co., Inc., White, Weld & Co. and Smith, Barney & 
Co. (jointly); The First Boston Corp., W. C. Langley & Co.; 
Harriman Ripley & Co. Offering—Company proposes to 
issue the 100,000 shares of new preferred for the pur- 
pose of refinancing at a lower dividend rate the 67,009 
outstanding preferred shares of Pacific and the 47,806 
preferred shares of Northern Electric Co., in connection 
with the proposed merger of Northwestern into Pacific. 
In connection with the merger, the outstanding preferred 
stocks of Pacific and Northwestern will be exchanged 
share for share, with cash adjustments, for the new pre 
ferred stock of Pacific, the surviving corporation. Offer- 
ing price—To be supplied by. amendment. 


Pal Blade Co., Inc., New York 
June 28, 1946 filed 227,500 shares ($1 par) capital stock. 
Underwriters — F. Eberstadt & Co., Inc. Offering — 
225,000 shares are outstanding and are being sold by 10 
stockholders, and 2,500 shares are being sold by A. L. 
Marlman to all salaried employees. Indefinitely post- 
poned. 


Palmetto Fibre Corp., Washington, D. C. 
August 16 filed 4,000,000 shares (10¢ par) preference 
stock. Underwriting—Tellier & Co., New York. Price 
50 cents a share. Proceeds—The company will use esti- 


_mated net proceeds of $1,473,000 for purchase of a new 


factory near Punta Gorda, Florida, at a cost of about 
$951,928. It will set aside $150,000 for research and de- 
velopment purposes and the balance will be used as 
operating capital. 


Pantasote Plastics Inc., Passaic, N. J. 

Sept. 27 filed 60,000 shares ($25 par) 442% cumulative 
preferred and 1,352,677 shares ($1 par) common. Under- 
writer—Underwriting arrangements will be supplied by 
amendment, but it is contemplated that Van Alstyne, 
Noel & Co., New York, may be one of the underwriters, 
Offering—Company is making an exchange offer to 
stockholders of Textileather Corp., Toledo, O.; The 
Pantasote Co., Passaic, N. J.; and Astra Realty Co., New 
York, for the purpose of acquiring the controlling in- 
terests of the companies. Pantasote Plastics will offer 
three shares of its common, plus % of a share of pre- 
ferred, for each share of Textileather: common. It will 
offer two shares of its common for one share of 
Pantasote common, and 12 shares of its common for 
each shares of Astra common, It is proposed that under- 
writers will offer publicly a maximum of 0,000 shares 
of preferred and 250,000 shares of common, of which» 
12,853 shares of preferred and 50,000 shares of common 
are to be purchased by the underwriters from the com- 
pany and the balance (which are part of the shares to be 
received under the exchange offer) are to be purchased 
from selling stockholders. Proceeds — Proceeds to the 
company will be applied to make loans to Textileather 
and Pantasote for various corporate purposes. 


Peninsular Oil Corp., Ltd., Montreal, Canada 
Sept. 3 filed 600,000 shares of common (par $1). Under- 
writer—Sabiston Hughes, Ltd., Toronto, Canada. Price— 
60 cents a share. Proceeds—Net proceeds will be used to 
purchase drilling machinery and other equipment, 


@ Pfister Associated Growers, Inc., El Paso, Ill. 
Sept. 30 (letter of notification) 1,750 shares ($100 par) 
preferred. Offering—Price $100 a share. No under- 
writing. To replace capital for previous expenditures 
and to finance 1946 crop of seed corn to be harvested 
this fall. 


Pharis Tire & Rubber Co., Newark, O. 

Sept. 27 filed 100,000 shares ($20 par) cumulative con- 
vertible preferred. Underwriter—Van Alstyne, Noel & 
Co. and G. L. Ohrstrom & Co., New York. Price—$20 a 
share. Proceeds—For payment of loans and to replace 
working capital expended in purchase of building from 
RFC and to complete construction of a building. Busi- 
ness—Manufacture of tires and tubes and tire repair 
materials. 


@ Philadelphia Country Club, Bala, Pa. (10/12)! 
Oct. 7 (letter of. notification) $200,000 20-year amortiz- 
ing serial 2'2% notes; $200,000 20-year discount-amortiz- 
ing notes; $200,000 20-year discount notes, and $200,000 
certificates of interest. No underwriters. Proceeds will 
be used to reduction of principal of outstanding $90,000 
mortgage; capital improvements, etc., $60,000; additional 
working capital, $50,000. 


Phillips & Benjamin Co., Waterbury, Conn. 
Sept. 23 (letter of notification) 14,164 shares of $5 par 
common. Offering—To be offered for subscription to 
present stockholders on the basis of one share for each 
share held. Price not disclosed although it is stated that 
company wishes to have available 6,000 shares to take 
care of options which it proposes to give to manage- 
ment for past services, the options to run over a period 
of two years and six months and provide that the stock 
may be purchased at $10 a share within 18 months and 
thereafter and before the expiration of the option, at 
$15 a share. No underwriting. For exploitation of its 
business. * 
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Plastic Molded Arts, Inc., New York (11/15) 


Aug. 27 filed 60,000 shares of preferred stock ($10 par) 
and 75,000 shares of common (par 50c). Underwriter— 
Herrick, Waddell & Co., Inc. Offering—Company is 
offering the preferred stock to the public, while the 
common is being sold by certain stockholders. Prices— 
Preferred, $10 a share; common, $4 a share. Proceeds— 
Proceeds from sale of preferred will be used to purchase 
equipment, pay bank loans, and other corporate purposes. 


Portis Style Industries, Inc., Chicago 

Sept. 27 filed 110,000 shares ($1 par) common. Under- 
writers—Brailsford & Co., and Shillinglaw, Bolger & 
Co., Chicago. Offering—Of the total 100,000 shares will 
be offered to the public and 10,000 to employees of the 
company. Price—Price to public $6.50 a share. Price to 
employees $5.525 a share. Proceeds—Shares are being 
sold by four stockholders of the company who will re- 
ceive proceeds. The registration showed that the com- 
pany changed its authorized capital from 4,000 shares 
($100 par) common to 400,000 shares ($1 par). Each 
shares of $100 par common was changed into 100 shares 
of $1 par common, which exchange was consummated. 
Sept. 23. 


Portiand (Ore.) Transit Co. 
June 14 filed (as amended) 60,000 shares of 5% cumu- 
lative convertible preferred stock (par $25) and 300,000 
shares of common stock, of which 80,000 shares will be 
sold to Pacific Associates Inc. at $6 per share, also an 
undertermined number of common shares for conversion 
of preferred. Underwriters -— First California Co.; 
Scherck, Richter & Co.; Weeden & Co.; Allen & Co., and 
Rauscher, Pierce & Co. Offering price, preferred $26.50 
per share; common, $7.50 per share. 


Precision Parts Co. of Ann Arbor, Mich. 


July 5 filed 75,000 shares 5% cumulative convertible 
preferred stock ($10 par). Underwriter—Van Alstyne, 
Woel & Co. and associates. Price by amendment. Pro- 
eceeds—Of the net proceeds, $250,000 will be used to pay 
3% notes held by National Bank of Detroit, $75,000 to 
reimburse treasury for sums spent in acquisition of the 
electrical division plant of the company, $30,000 for con- 
struction of space for executive offices in the economy 
baler plant, and the balance will be deposited with gen- 
eral funds. Offering temporarily postponed. 


Read (D. M.) Co., Bridgeport, Conn. 
Sept. 27 filed 100,000 shares (25¢ par) common. Under- 
writer—Van Alstyne, Noel & Co., New York. Price— 
By amendment. Proceeds—Estimated net proceeds of 
$476,362 will be used to pay off a loan from the Marine 
Midland Trust Co., New York. Business—Operation of 
department store. 


Red Rock Bottling Co. of Youngstown, 
Warren, O. (10/15) 


Aug. 16 (letter of notification) 199,000 shares (50c par) 
common and warrants for purchase of 125,000 additional 
common. Offering—Price $1.50 a common share and 
one cent a warrant. Underwriters—Frank C. Moore & 
Co., New York; and Euler & Co., Philadelphia. For pay- 
ment of plant mortgage, purchase of additional equip- 
ment and for working capital. 


Regal Games, iInc., New York 


Sept. 27 (letter of notification) 80,000 shares (25¢ par) 
common; 37,100 common stock purchase warrants and 
shares subject to such warrants; and 85,500 shares of 
common issued to organizers for cash which may be 
considered an integral part of this offering. Offering 
price, $1.50 a share of common; one cent a warrant and 
the organizational shares which latter were sold 
privately at 25 cents each. Underwriter—W. H. Bell & 
Co., Inc., Boston. Prgceeds—For machinery and equip- 
ment, sales offices and working capital. 


@ Republic Aviation Corp., Farmingdale, N. Y. 
Oct. 9 filed 100,000 shares ($50 par) convertible pre- 
ferred stock. Underwriters—Hayden, Stone & Co., and 
Kidder, Peabody & Co. Price—By amendment. Pro- 
«eeds—Proceeds, together with bank loans, will be used 
to increase working capital. Such funds are deemed 
necessary in view of the additional facilities that com- 
pany intends to acquire and its large backlog of peace- 
time business. Business—Production of airplanes. 


Republic Foil & Metal Mills, Inc., Danbury, 
Conn. 


Sept. 6 filed $500,000 of 34%2% notes, due 1966; 2,500 
shares of 34% preferred stock (par $100) and 15,000 
shares of common stock (no par). Underwriting — No 
underwriting. Offering—The securities being registered 
include notes, preferred and common previously sold to 
= gs subscribers for an aggregate price of $464,384. 

e company is offering to repurchase these securities 
with interest and reoffer them to the public. The pur- 
pose of the recission offer is because the earlier secur- 
ities were not registered with the SEC. Price—The notes 
will be sold at 100, the preferred at $100 a share, and 
the comiron at 10 cents a share. Proceeds — Proceeds 
will be added to general corporate funds, 


Republic Pictures Corp., New York 
Registration originally filed July 31 covered 184,821 
shares of $1 cumulative convertible preferred ($10 par) 
and 277,23. shares ‘50c par) common stock, with Sterling, 
Grace & ©o. as underwriters. Companv has decided to 
issue 454,465 shores of common s‘ock culy, which will be 
offered for su‘scrintion to stockholders of record Sept. 
5 to the extent of one share for each “ive *.-ld. Issue will 
not be underwri.ten. 


Reynolds Pen Co., Chicago 


May 4 filed 400,000 shares of common stock (no par), 
of which 100,000 shares are being sold by company and 
300,000 by stockholders. Underwriters—Names by 
amendment. Offering—Terms by amendment. Proceeds 
—Net proceeds to the company will be added to working 
capital. 


Rowe Corp., New York 


July 29 filed 100,000 shares common stock. Underwriters 
—Hayden, Stone & Co. Offering—The selling stockhold- 
ers, who include Robert Z. Greene, President, are offer- 
ing the shares to the public through the underwriters, 
for their own account. Price, by amendment. Offering 
date indefinite 


St. Regis Paper Co., New York 

Sept. 27 filed 150,000 shares ($100 par) first preferred. 
Underwriter—To be supplied by amendment. Probable 
underwriter, White, Weld & Co. Offering—Terms of 
offering and price by amendment. Proceeds—Net pro- 
ceeds will be used to redeem company’s 5% cumulative 
prior preferred stocks and an unspecified amount will be 
advanced to Taggart Corp., a subsidiary, for redemption 
of its $2.50 cumulative preferred. Both securities are 
redeemable at $52.50 a share plus accrued dividends. 
In addition, the company will apply $2,675,000 of the 
proceeds as advances to Alabama Pulp and Paper Co., of 
whose common stock the company owns 25,000 shares. 
The balance of proceeds will be used to restore working 
capital. 


San-Nap-Pak Mfg. Co. Inc., New York 


July 24 filed 80,000 shares ($1 par) common stock. Un- 
derwriters—Dunne & Co., New York. Offering—Price 
by amendment. Proceeds—Nat E. Heit, President and 
director, and Harry Preston, board Chairman, Secretary 
and Treasurer, will receive net proceeds as selling stock- 
holders. Offering date indefinite. 


Sardik Food Products Corp., New York 


May 29 filed 175,000 shares of capital stock (no par). 
Underwriter—George F. Breen, New York. Offering— 
Stock will be offered to public at $14 a share. Of the 
total being offered company is selling 155,000 shares and 
the remaining 20,000 shares are being sold by two stock- 
holders. Proceeds—Working capital, purchase equip- 
ment and plant, etc. 


® Saul (B. F.) Co., Washington 


Oct. 4 (letter of notification) $125,000 of promissory 
notes made by the Stear Mark Corp. Offering price not 
stated, but presumably at face. The money for the notes 
was advanced to the issuer by the B. F. Saul Co. which is 
offering the notes for sale for its own account. The 
proceeds will reimburse it for money advanced to the 
issuer. 


©® Saul (B. F.) Co., Washington, D. C. 


Sept. 30 (letter of notification) $1,950 of promissory 
notes made by Mary B. Plant, Washington, D.C. Offer- 
ing price not stated, but presumably at face amount. The 
money for the note originally was advanced to the 
issuer by the B. F. Saul Co. which will use the proceeds 
to reimburse it for the money advanced ‘in the purchase 
of the notes. 


Scripto, Inc., Atlanta, Ga. 


Aug. 7 filed 25,000 shares ($10 par) 5% cumul. converti- 
ble preferred stock and 244,000 shares ($1 par) common 
stock. Underwriters—Clement A. Evans & Co., Inc., At- 
lanta. Price of preferred $10.75 per share; price of com- 
mon, $5.625 per share. Proceeds—Company is selling 
the 25,000 shares of preferred to the underwriters at 
$10 a share and stockholders are selling 244,000 shares 
to the underwriters at $5 a share. The registration 
stated that 24,000 of the 244,000 shares of common are 
being reserved for a period of four days following the 
effective date of the registration for sale to employees, 
officers and directors at $5 a share. The company also 
is selling 200,000 stock purchase warrants to executives 
of the company at 50 cents a warrant. Company will 
use its proceeds for general corporate purposes. Offering 
date indefinite. 


Seaboard Finance Co., Washington, D. C. 
Aug. 29 filed 240,000 shares of common stock (par $1). 
Underwriters—Van Alstyne, Noel & Co., and Johnston, 
Lemon & Co. Offering—Certain stockholders are sell- 
ing 140,000 issued and outstanding shares. Company is 
offering 100,000 shares. Price by amendment. Proceeds 
—From company’s 100,000 shares proceeds will be used 
to reduce outstanding bank loans and commercial paper 
and for other corporate reasons, Offering temporarily 
postponed. 


Seco Signal Corp., Baltimore, Md. 


Sept. 23 (letter of notification) 120,000 shares ($1 par) 
common and $40,000 of 6% bonds, due one year from 
date of issue. Offering price, $100 a unit. The 120,000 
shares of common will be given as a bonus to the pur- 
chasers of the bonds on the basis of 300 common shares 
for each $100 bond. Underwriting—Light, Wofsey & Co., 
Baltimore. For organization of business. 


® Six Nations Baseball & Amusement Club, Inc., 
Fiushing, N. Y. 

Oct. 3 (letter of notification) 826 shares (no par) com- 

mon capital. Offering—Price $25 a share. No under- 

writing. For purchase of equipment, busses for trans- 

portation of supplies and personnel and other items. 


Solar Manufacturing Corp. 


June 14 filed 80,000 shares of $1.12% cumulative con- 
vertible preferred stock, series A (par $20). Under- 
writers—Van Alstyne, Noel & Co. Price by amendment. 
Proceeds—Net proceeds will be applied for the redemp— 
tion of outstanding series A convertible preferred stock 
which are not converted into common stock. Such pre- 
ceeds also will be used for additional manufacturing 
facilities in the amount of $600,000; for additional inven- 
tory amounting to $400,000, and for additional wor 
capital. Offering temporarily postponed. cP 


had 


Soss Manufacturing Co., Detroit, Mich. ax 

Sept 3 filed 40,000 shares ($25 par) 5% cumulative con- 
vertible preferred. Underwriter—Ames, Emerich & Co., 
Inc., Chicago. Offering—To be offered to common stock- 
holders for subscription at $25 a share in the ratio @f 
one preferred share for each five shares of common held 
unsubscribed shares will be sold to underwriters at same 
price. Price — Public offering price of unsubscribed 
shares by amendment. Proceeds—For expansion of plant 
facilities and for additional working capital. Offering 
postponed. 3 


® South Fork Mining and Leasing Co. Inc., 
Spokane, Wash. 
Sept. 30 (letter of notification) 600,000 shares of com- 
mon. The notification also covers a recission for 132,000 
shares previously sold. Offering—Price 1244c a share. 


Underwriting, none. For mining equipment and mine 
development. 


Soya Corp. of America 


Aug. 28 filed 375,000 shares (par 1c) common stock. 
Underwriter by amendment. Proceeds—To repay RFC 
loan, to buy Canton Mills, Inc. and for working capital. 
Price by amendment. 


Standard Brands, Inc., New York : 
Sept. 6 filed 220,000 shares (no par) cumulative pre- 
ferred stock. Underwriters—Dillon, Read & Co. Ine. 
and Blyth & Co. Offering — Offering is subject to an 
offer of exchange to holders of company’s 200,000 out- 
standing shares of $4.50 cumulative preferred. In the 
event the public offering price of the new preferred is 
$100 a share, holders of the old preferred will be grant- 
ed the opportunity to exchange their stock for new pre- 
ferred at the rate of 11/10th shares of new preferred for 
each share of old preferred. Price — By amendment. 
Proceeds —- Company will use net proceeds from any 
shares sold to the public to redeem all unexchanged 
shares of old preferred at $110 a share. 


Steep Rock Iron Mines Ltd., Ontario 
March 27 filed 500.000 shares of capital stock (par $1). 
Underwriters—Otis & Co. Offering—Price to public by 
amendment. Proceeds—Net proceeds will be added te 
the general funds and will be available for genera! 
corporate purposes. Offering date indefinite. 


Stern & Stern Textiles, Inc., New York 

Aug. 29 filed 191,000 shares of common stock ($1 par). 
Underwriter—Carl M. Loeb, Rhoades & Co. Offering— 
Company is offering 51,000 shares and selling stock- 
holders are disposing of 140,000 issued and outstanding 
shares. Price by amendment. Proceeds—Proceeds from 
the sale of 51,000 shares by the company will be used to 
reimburse treasury for funds spent on June 26 to retire 
5,000 shares of preferred stock, $100 par. Offering tem- 
porarily postponed. 


Stix, Baer & Fuller Co., St. Louis 

Aug. 28 filed 102,759 shares common stock (par $5). 
Underwriter—Goldman, Sachs & Co. Offering—Eight 
selling stockholders are disposing of 62,000 shares, and 
the company will offer 40,759 shares initially to its pre— 
ferred and common stockholders. Price by amendment 
Proceeds—Net proceeds from the sale of the company’s 
shares will be added to its “building construction and 
improvement fund.” Offering date indefinite. 


Street & Smith Publications, Inc. 
July 17 filed 197,500 shares of common stock. Under- 
writers—Glore, Forgan & Co. Offering—The offering 
represents a part of the holdings of the present stock- 
holders. Indefinitely postponed. 


Swern & Co., Trenton, N. J. 
Aug. 28 filed 195,000 shares common stock (par $1). 
Underwriter—C. K. Pistell & Co., Inc. Offering—Com- 
pany is selling 45,000 shares, and eight selling stock- 
holders are disposing of the remaining 150,000 shares. 
Price—$10.50 a share. Proceeds—From 45,000 shares 
sold by company will be applied to working capital 
initially. 

Taylor-Graves, Inc., Saybrook, Conn. 
July 12 (letter of notification) 44,300 shares of ($5 par) 
cumulative convertible preferred stock and 44,300 shares 
common stock (par 50c). Offering—Price $6 a share for 
preferred and 75 cents a share for common. Underwriter 
—Amos Treat & Co. Proceeds—For payment of notes. 
mortgages and for general corporate purposes. Offering 
temporarily postponed. 


Tele-Tone Radio Corp., New York 
Aug. 1 filed 210,000 shares of common stock (par 50 
cents). Underwriters—Hirsch & Co. Offering—Com- 
pany is offering 75,000 of the shares registered. Eleven 
stockholders ere selling 135.000 issued and outstanding 
shares, for their own account. Offering—Price $6.75 a 
share. Options—Selling stockholders are also selling to 
the underwriters at 7 cents per option warrant options to 
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purchase 18,000 shares of the issued and outstanding 
cOmmon owned by them. They are also selling to Hall- 
garten & Co., for $1,500, plus $360 as a contribution 
toward the expenses of issuance, options to purchase an 
additional 18,000 shares of the issued and outstanding 
common. Proceeds—Net proceeds for the sale of com- 
pany’s 75,000 shares will be used for increasing working 
capital, with a view to entering the Frequency Modula- 
tion and Television fields at an advantageous time. Of- 
fering date postponed. 


@® Transue & Williams Steel Forging Corp., 
Alliance, Ohio 

Oct. 2 (letter of notification) the number of shares to 
be sold on behalf of John C. Redmond, Vice-President 
and Director will be determined by market price and 
will be so regulated that the gross proceeds will not ex- 
ceed $100,000. The selling stockholder will authorize the 
Market Street National Bank, Philadelphia, where secu- 
rities are pledged as collateral security, to sell, from 
time to time, through their brokers on the New York 
Stock Exchange. 


@ United Benefit Fire Insurance Co., Omaha, Neb. 
Oct. 7 filed 50,000 shares ($10 par) common. Under- 
writing — None. Price — $30 a share. Proceeds — The 
company stated that $500,000 of the $1,495,000 proceeds 
will constitute the capital of the company, and after 
deducting $5,000 estimated expenses, it will classify 
$995,000 as surplus. Business—Company was incorpor- 
ated in Nebraska Sept. 20, 1946 and intends to engage in 
the fire, marine and automobile insurance business. 


United States Shoe Corp., Cincinnati, Ohio 
Aug. 25 filed 24,000 shares ($4 par) common. Under- 
writer—Benj. D. Bartlett & Co., Cincinnati. Offering— 
Shares will be offered to the public by seven stock- 
holders, who will receive the entire net proceeds. 
Price by amendment. Offering date indefinite. 


Vapor Michigan Power & Light Co., Escanaba, 
i 


ch. 
July 18 (letter of notification) 5,500 shares of 44%4% first 
preferred stock series B ($50 par). Offering price, $50 
a share. Underwriter—First of Michigan Corp., Detroit. 
Proceeds—For enlargements and improvements of power 
plant facilities. 


@® Valsetz Lumber Co., Portland, Ore. 

Oct. 4 filed 14,000 shares ($100 par 2% cumulative Class 
A preferred and 2,000 shares ($100 par) 2% cumulative 
Class B preferred. Underwriters — None. Offering — 
Stocks will be offered for sale to customers and former 
customers of the Herbert A. Templeton Lumber Co. with 
whom the registrant has an exclusive sales contract 
whereby all the lumber produced by the registrant will 
be sold to Templeton. Price—$100 a share for each class 
of stock. Proceeds—Company was organized last Sept. 
19 for the purpose of acquiring certain properties owned 
by Cobbs and Mitchell Co. and W. W. Mitchell Co. and 
to purchase 80% or more of the capital stock of Valley 
and Siletz RR. Proceeds will be used to make part of 
the down payment on the property and to furnish work- 
ing capital. Business—Operation of lumber manufac- 
turing plant. 


Velvet Freeze, Inc. 

July 24 filed 203,500 shares of stock which are to be sold 
for the account of certain stockholders. Underwriters— 
Sherck, Richter & Co., and Straus & Blosser. Offering— 
Of the total, 200,000 shares will be sold through the 
underwriting group at $8.50 a share, and 3,500 shares 
will be offered to certain employees at $7.50 a share. 
Offering postponed indefinitely. 


Virginia Dare Stores Corp., N. Y. 

July 3 filed 90,000 shares of 5% cumulative convertible 
preferred stock, ($10 par). Underwriters—Newburger 
& Hano; Kobbe, Gearhart & Co., Inc., and D. Gleich Co. 
Offering—Underwriters propose to offer the shares in 
part to the public and the balance to certain dealers, 
among whom any underwriter may be included, at the 
public offering price, less certain concessions. Price $10 
per share. Proceeds—It is presently anticipated that 
$437,500 will be used to acquire the capital stock of Wil- 
liams Stores, Inc., and Levitt Millinery Co. The bal- 
ance will be applied to general corporate purposes. 
Offering temporarily postponed. 


Webster Electric Co., Racine, Wis. 

Sept. 3 filed an unspecified number of shares of; com- 
mon stock (par $1). Underwriting—Loewi & Co., Mil- 
waukee. Offering—The shares are beimg sold both by 
the company and by shareholders. The _ resvective 
amounts will be supplied by amendment.. Price by 
amendment. Proceeds—Company will use about $210,- 
000 of its net proceeds to redeem-645 shares of its. prior 
preference stock at $110 a share and @eerued dividends, 
and 1,386 shares of second preference stock at $100 a 
share and accrued dividends. The balance will be 
added to general corporate funds. 


Weetamoe Corp., Nashua, N. H. 


July 15 filed 200,000 shares ($25 par) $1.20 cumulative 
pfd. stock, 100,000 shares of ($1 par) convertible stock 
and 650,000 shares ($1 par) common stock. Underwriters 
—Blair & Co., Inc., Reynolds & Co., New York and Max- 
well, Marshall & Co., Los Angeles. Offering—The pre- 
ferred and convertible stocks will be offered in units of 
one share of preferred and one-half share of convertible. 
Price by amendment. Proceeds—Weetamoe Corp. (Name 
to be changed to Nashua Manufacturing Co. prior to 
effective date of registration) was incorporated June 27, 
1946 to acquire the operating properties and certain 
other assets of Nashua Manufacturing Co. which was 
incorporated in 1823. The new company was organized 
at the instance of Textron, Inc., and is wholly-owned 
subsidiary, Textron Mills, Inc., which are promoters of 
the new company. Net proceeds, together with $2,300,000 
representing the proceeds from the sale of 50,000 shares 
of convertible stock to the underwriters and 525,000 
shares of convertible stock to Textron, Inc., at $4 a share, 
will be used as follows: approximately $13,000,000 for 
payment of a portion of the purchase price of the assets 
to be acquired from the old company, about $100,000 for 
organization expenses, and about $1,100,000 for working 
capital. Registration may be withdrawn. 


Westinghouse Electric Corp. 

Aug. 14 filed 1,647,037 shares ($12.50 par) common. 
Underwriter—Kuhn, Loeb & Co. Offering—Stock will be 
offered for subscription to holders of outstanding pre- 
ferred stock and common stock in ratio of % share for 
each share of common or preferred held. Unsubscribed 
shares will be sold to underwriters. Price—By amend- 
ment. Proceeds—To reduce bank loans. Offering tem- 
porarily postponed. 


West Coast Airlines, Inc., Seattle, Wash. 


* Sept. 2 filed 245,000 shares ($1 par) common. Under- 


writer — Auchincloss, Parker & Redpath, Washington, 
D. C. Price—$7 a share. Proceeds—Will be used for pay- 
ment of various expenses, repayment of bank loans, 
purchase of equipment and for working capital. Business 
—Air transportation. 


West Virginia Water Service Co. 


Aug. 6 filed 46,400 shares (no par) common. Under- 
writer—Shea & Co., Boston. Price, by amendment. 


Proceeds—Shea & Co. is selling 26,400 shares for its own 
account and the remaining 20,000 shares are being sold 
by Allen & Co., New York, with Shea as underwriter. 


@ Wheeler, Osgood Co., Tacoma, Wash. 

Oct. 7 filed 80,000 shares ($5 par) 50c cumulative con- 
vertible preferred stock and 100,000 shares ($1 par) 
common. Underwriter — Names by amendment. Price 
by amendment. Proceeds—Will be used to redeem 
$625,000 4% bonds and $638,600 first and second deben- 
tures; balance for working capital. Business—Manufac- 
ture of house and garage doors. 


White’s Auto Stores, Inc. (10/28-31) 


Aug. 29 filed 75,000 shares $1 cumulative convertible 
preferred stock ($29 par) and 50,000 shares common 
stock (par $1). Underwriters—First Colony Corp. and 
Childs, Jeffries & Thorndike, Inc. Offéring--Company 
is offering 75,000 shares of preferred; the 50,000 ‘shares 
of common are outstanding and being sold by four. ih- 
dividuals for their own account. Price by amendment. 
Proceeds—Proceeds from the sale of the preferred stock 
will be used to provide funds for a wholly-owned sub- 
sidiary, retire loans from banks and from White’s Em- 
ployees Profit Sharing Trust, and for additional working 
capital. Offering date indefinite. 


Winters & Crampton Corp., Grandville, Mich. 
Aug. 28 filed 119,337 shares of common stock (par $1). 
Underwriter—E. H. Rollins & Sons, Inc. Offering— 
Company is initially offering the stock to its common 
holders at the rate of one share for each two shares held. 
Price by amendment. Proceeds—To retire a conditional 
sales contract obligation held by the Reconstruction 
Finance Corp., pay off bank loans of $600,000, and for 
working capital. 


Wisconsin Power & Light Co., Madison, Wis. 
May 21 filed 550,000 shares ($10 par) common stock to 
be sold at competitive bidding. Underwriters—By 
amendment. Probable bidders include Merrill Lynch, 
Pierce, Fenner & Beane; White, Weld & Co.; Glore, 
Forgan & Co., and Harriman Ripley & Co. (jointly); 
The Wisconsin Co., and Dillon, Read & Co. Proceeds— 
Part of the shares are to be sold by Middle West Corp., 
top holding company of the System, and pari by pref- 
erence stockholders of North West Utilities Co., parent 
of Wisconsin, who elect to sell such shares of Wisconsin 
common which will be distributed to them upon the 
dissolution of North West Utilities Co. 


Yolande Corp., New York 

Sept. 17 filed 50,000 shares ($1 par) common stock. 
Underwriters—Headed by E. F. Gillespie & Co., and in- 
cludes. Childs, Jeffries & Thorndike, Inc., New York; 
Courts & Co., Atlanta; Irving Rice & Co., St. Patil, and 
Maxwell, Marshall & Co., Los Angeles and New York. 
Price—$10 a share. Proceeds—Estimated net proceeds 
of $400,000, together with $87,125 from the sale of 10,250 
additional common shares to J. William Anchell, Vice- 
President, at $8.50 a share, will be used partly for the 
purchase of 10,995 shares of capital stock of Island 
Needlework, Inc., of Puerto Rico, out of a total of 11,000 
outstanding shares. The shares will be purchased for a 
total price of $220,522 from Mrs. Gertrude S. Korsh, sister 
of Herbert L. Miskend, President and Treasufer of 
Yolande Corp. Of the remaining proceeds, $68,750, plus 
dividends, will be used to redeem at $110 a share the 
company’s 625 shares of $100 par 6% cumulative pre- 
ferred stock. The balance will be used to reimburse 
the company’s treasury for previous expenditure and for 
additional working capital. 





Prospective Security Offerings 





(NOT YET IN REGISTRATION) 


@ INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





[EDITOR’S NOTE—Due to the paper situation, we are limiting 


our coverage of “prospective” financing in this issue to only those 
undertakings which have come to hand during the past week, thus 
omitting the items of this nature which can be reported in previous 


issues. 


usual complete tabulation as early as circumstances permit. | 


@ American & Foreign Power Co., Inc. 

Oct. 3 substitute plan filed with SEC by group known 
as the Norman Johnson group in recapitalizing com- 
pany’s securities would provide for the issuance of 
$35,000,000 3% sinking fund debentures and $80,000,000 
4% convertible debentures, the proceeds of which to- 
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gether with cash funds of the Company would be used 
to retire old preferred stock issues. 


® American Progressive Health Insur. Co., N. Y. 


Sept. 4 expected filing by notification at early date for 
60,000 shares 35c participating preferred stock, to be 
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We regret the necessity for this action and will resume the 


offered at $5 per share with B. G. Cantor & Co. as 
underwriter. 


® Consolidated Edison Co. of New York, Inc. 


July 3 company formally submitted to the New York 
Public Service Commission its plan to issue $290,000,000 
of new mortgage bonds as part of a plan to redeem 
$304,240,000. of callable mortgage bonds and debentures 
and $15,869,000 of non-callable mortgage bonds due in 
1948 and 1949—a total of $320,109,000 of long-term debt. 
As presented to the Commission, and subject to its ap- 
proval, company plans to offer first an issue of $100,000,000 
of new refunding bonds the proceeds of which, together 
with temporary bank loans, would be used to retire all 
of the company’s callable mortgage debt and prepay all 
but about $2,800,000 of non-callable debt. A second issue 
of $100,000,000 would be used to retire $65,000,000 of 
company’s debentures and repay a part of the bank loaris. 
A final issue of $90,000,000 would refund the last of the 
debentures and pay off the bank loans. In anticipation of 
this refinancing, company has already established a bank 
credit of $65,000,000 with a group of New York banks. 
Company hopes subject to market conditions, that the 
refunding of the preferred stock would follow, as soon 
as feasible, the completion of the bond refunding, Prob- 
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able bidders include Morgan Stanley & Co.; Halsey, 
Stuart & Co. Inc. (bonds only), and Blyth & Co., Inc. 


@ Consolidated Edison Co. of New York, Inc. 


Oct. 8 stockholders authorized creation of 2,200,000 
shares of new cumulative preferred stock to be issued in 
one or more series. For the purpose of saving taxes on 
the authorization of new shares, stockholders voted to 
reclassify 811,110 shares of old preferred stock and 1,- 
388,890 shares of common stock, authorized but unissued, 
into the 2,200,000 shares of new preferred. Company 
plans to issue approximately 2,000,000 shares of the new 
preferred at not less than $100 a share. The precise 
method of refinancing the present $5 preferred stock 
and of issuing new shares of preferred has not been 
determined and will depend on market conditions pre- 
vailing at the time of issue. These steps would be under- 
taken after completion of $290,000,000 bond refunding. 
The new preferred will be sold either on competitive 
bidding or issued in voluntary or underwritten exchange 
for the $5 cumulative preferred stock or a combination 
thereof. Probable bidders include Morgan Stanley & Co. 


@ Delaware Lackawanna & Western RR. (10/22) 
Company will receive bids for the purchase of $4,250,000 
equipment trust certificates up to 12 noon EST Oct. 22 
at office of J. G. Enderlin, Treasurer, Room 2008, 140 
Cedar St.. New York 6, N. Y. Interest rate is to be spe- 
cified in the bid. Probable bidders include Halsey, 
Stuart & Co. Inc. and Salomon Bros. & Hutzler. 


@ Duluth, Missabe & Iron Range Ry. (10/15) 
Company will receive bids up to Oct. 15 (noon) care of 
First National Bank, New York for purchase of $19,- 
200,000 1st mtge. serial bonds to be dated Oct. 1, 1946, 
due $1,200,000 annually Oct. 1, 1947-62. No bids for less 
than 9815 will be received the bidder to specify the in- 
terest rate. Probable bidders include Morgan Stanley & 
Co. and Halsey Stuart & Co. Inc. 


® Goodal!-Sanford, Inc. ’ 
Oct. 29 stockholders will vote on creating a new issue of 
35,000 shares of cumulative preferred stock (par $100), 


with dividend rate not to exceed 4%. Proceeds will be 
used to redeem outstanding debentures. Probable un- 
derwriters, W. C. Langley & Co. and Union Securities Co. 


@® Safe Harbor Water Power Corp. 


Oct. 4 company announced that it plans to refund 
$19,131,000 442% bonds through a new series of bonds 
and serial notes. The new issue of bonds is expected 
to be sold through competitive bidding. Registration ex- 
pected about Oct. 25. Probable bidders: Lee Higginson 
Corp.; Blyth & Co., Inc.; Halsey, Stuart & Co., Inc. 


® Studebaker Corp. 


Nov. 20 stockholders will vote on authorizing the issu- 
ance and sale of up to 200,000 shares of preferred stock 
for the purpose of increasing corporate capital. 


® Textron, Inc. 


Oct. 8, early consideration of financing plans by the 
company is expected following the announcement Oct. 7 
of the completion of the transaction by which Gossett 
Mills and Chadwick-Hoskins, the former’s subsidiary, 
have been merged into Textron Southern, Inc. The lat- 
ter was formed last May as a subsidiary of Textron, Inc., 
to acquire all of the outstanding stock of Gossett and 
Chadwick-Hoskins, for an amount reported at that time 
to be about $12,000,000. The parent company financed 
the acquisition in part by means of a bank loan. Prob- 
able underwriter of securities, Blair & Co. 


@® Tucker Corp., Chicago 

Oct. 2 the corporation announced that arrangements for 
offering $20,000,000 in common stock, probably at $5 a 
share, had been completed with Floyd D. Cerf Co., Inc., 
Chicago, as underwriter, to finance production of the 
new rear-engine Tucker Torpedo automobile. Financing 
plans involve the setting up of two issues of stock aggre- 
gating 5,500,000 shares, each with $1 par value. Of the 
total, 4,500,000 will consist of class A and the remaining 
1,000,000 shares will be class B. It is planned to offer 
publicly 4,000,000 of the class A shares at about $5 a 


share. The remaining 500,000 shares of class A will be 
held in the corporation treasury. All the 1,000,000 
class B shares will be taken by Mr. Tucker and officers 
and founders of the Tucker Corp. The class A shares 
will have an initial preference of 50 cents a share as 
to dividends. Any dividends above 50 cents a share 
will be divided equally between the class"A and class B 
shares. The two classes of stock will have equal voting 
rights. It is said a group of about 300 securities dealers 
will participate in the public offering within two and 
one-half or three months. 


®@ Waitt & Bond, Inc. 

Nov. 29 stockholders will vote on a recapitalization plan 
which would eliminate arrears of dividends on the Class 
A shares, and also provide company with additional 
equity capital for expansion. The plan calls for the con- 
solidation of Waitt & Bond Inc. with the Waitt & Bond 
Co., a wholly owned subsidiary. Capitalization of the 
new corporation would consist of 110,000 authorized 
shares of $2 cumulative preferred ($30 par), 600,000 
shares ($1 par) common and 100,000 stock purchase war- 
rants. The plan involves a public offering of new pre- 
ferred. The company has been negotiating with Reynolds 
& Co., which has indicated it will underwrite 50,480 
shares of new preferred, subject to market conditions at 
$30 a share. 


@® Western Maryland Ry. (10/15) 

Company will receive bids for the purchase of $2,740,000 
equipment trust certificates ($485,000 Series K, $685,000 
Series L and $1,570,000 Series M). Bids will be accepted 
for any one or two of the three series or all three 
together. If a single bid for all three series is accepted 
only one series designated Series K will be issued un- 
less the successful bidder desires separate issues. Divi- 
dend rate is to be specified in the bids. Probable bidders 
include Salomon Bros. and Hutzler and Halsey, Stuart 
& Co., Inc. Bids will be received up to Oct. 15. 





that the offering of H. J. Heinz 
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The first large new issue to 








reach the market in several weeks, 
Pacific Telephone & Telegraph | 
Co.’s $75,000,000 of 40-year de-| 
bentures encountered a ready re-| 
sponse when subscription books | 
were opened. 
An entirely new money under- | 
taking, this financing provided | 
large institutional, investors their | 
first opportunity in some time to} 
place a portion of the funds which | 
have been welling up in their 
hands. 

Carrying a 274% coupon and 
priced at 103'4 to return the 
buyer a yield of about 2.74% | 
to maturity, the issue was con- | 
sidered attractive to insurance | 
companies which have been 
fighting shy of anything less — 
than a 2.75 return. | 

The Securities and Exchange | 
Commission lost no time in clear- | 
ing the customary post-effective | 
amendment, this action being | 
taken midway through Tuesday | 
afternoon, instead of late in the) 
evening as had been the custom 
over a long period. This suggests 
a disposition on the part of SEC 
under the new regime to speed 
things up. 

On the basis of the winning bid, 
which was 102.6199, the net cost 
to the company was calculated at 
2.77%. It was the generally ac- 
cepted belief that if the financing 
had been done several months 

ago, the company might have 
done slightly better, perhaps real- 
ized a 234% coupon. 

But that bidding was close is 
apparent from the fact that the 
high bid represented a differ- 
ence of only about 58.8 cents a 
thousand over the second bid 
of 102.55991, or an overall dif- 
ference of only about $44.093. 
Indicative of demand which 
greeted the offering the deben- 
tures are quoted at a premium 
of \% point or so. 


Heinz & Co. Financing 
There is little or no doubt 





& Co., preferred and common 
shares, offered today, will prove a 
decided success. 


Although this operation, in- 
volving 100,000 shares of $100 
par cumulative preferred stock 
and 200,000 shares of $25 par 
common is handled more or 
less along private lines, that is 
almost wholly by the under- 
writing group, it was indicated 
that inquiries coming to dealers 
has been heavy since the issues 
were placed in _ registration 
around the middle of Septem- 
ber. 

Some $5,150,000 of the proceeds 
will be applied by the company 


|to redemption of its outstanding 


4% cumulative preferred stock 


which involves $90,000,000, the 
latter to pay off debentures re- 
maining outstanding at that 
time, and also to liquidate the 
the aforementioned bank loans. 


No preferred stock will be is- 
sued until the debt readjustment 
has been completed. 


Home Loan Bank Bonds 


Everett Smith, Fiscal Agent for 
the banks in New York, has re- 


ported heavy oversubscription of 
the $140,000,000 of new consoli- 
dated 144% bonds of the Federal 
Home Loan Bank, due April 15, 
1948. 

He reports that demand for the 
issue originated from all parts of 
the country and that subscriptions 
received from country banks were 
exceptionally heavy. 








H. J. Heinz Co., Pittsburgh, 








Morgan Stanley Group Offers H. J. Heinz Co, 
Preferred-Gommon Stocks 


77-year-old manufacturer of the 


“57 Varieties” of food products is making its first public offering 


; of stock. A group of 62 underwriters headed by Morgan Stanley & 
See, ee SEE be BERNE tO lr ig oltering 100,000 hares Of Metis BOSS comeieies preferted 
| stock, $100 par value at $102.75 a share and 200,000 shares of common 
| stock, $25 par value, at $41 a share. 


working capital. 


Mopping Up Campaign 
The quiet spell of the last few 


needed opportunity to push the 
job of “mopping up” on the rem- 
nants of various issues, mostly 
eauities, which had backed up 


rather badly over a period of sev- | 


eral months. 


The task hasn’t been an easy 
one, as most of those involved 
are willing to admit, but it is 
going along and accumulations 
have been substantially reduced 
in most directions. 


According to those who follow | 


the situation the Allis-Chalmers 
preferred has been pretty well 
cleared away and the same goes 
for General Cable Corp.’s issue. 
There is still some Willys-Over- 
land around, but here too, prog- 
ress is being made. 


Coming Up to the Wire 


Consolidated Edison Co. of New 
York’s huge refinancing program 
is moving gradually down to the 
starting line. This week stock- 
holders gave approval to the com- 
mon stock write-down of $172,- 
500,000 demanded by the Public 
Service Commission, and _ ap- 
proved a new issue of 2,200,000 
shares of new preferred stock. 

The company already has ar- 

ranged for a bank credit of 
$65,000,000 to be empleyed in 
refinancing its debt and now 
presumably is only awaiting the 
PSC’s approval of its program 
to begin the operation. 

This will involve three steps, 


two involving new issues of 
$100,000,000 each and a third 


| Commenting on the company’:® 


‘weeks has provided the under-| Public financing, H. J. Heinz I1,|the preceding fiscal year, which- 


|writing fraternity with a much! President, said “until the present 


‘time it has been possible to pro- 
| vide for the company’s steady ex- 
| pansion program through earnings 
|and short-term bank loans. During 
recent years, however, greatly in- 
creased taxes have made it most 
difficult to retain sufficient earn- 
ings to finance expansion of fac- 
tory facilities, warehouse space 


|and inventories.” 


“The sale of stock,’ Mr. Heinz 
added, ‘“will mean no change 
whatever in the present manage- 
ment and control of the company.” 


Company sales have increased 
in the last five years from $71,- 
900,304 to $114,150,564. During this 
same period net income after 
taxes has increased from $3,922,- 
484 to $4,680,892. The company has 
paid a cash dividend on its com- 
mon stock in every year since 
1911. 

Of the proceeds of this financ- 
ing, $5,150,000 will be used to re- 
deem the company’s outstanding 
4% cumulative preferred stock at 
103% of par value plus accrued 
dividends. Balance of the proceeds 
will be added to working capital. 

After the current financing, cap- 
italization will consist of 100,000 
shares of preferred and 1,409,064 
outstanding shares of common 
stock. For the redemption of the 
new preferred stock, a_ sinking 
fund has been established which 
beginning Cet. 1, 1947, calls for 
an annual amount equal to $200,- 
000 or the consolidated net earn- 





ings after preferred dividends for 











plants were built at Tracy, Calif., 
and Wallaceburg, Ont., and the 
company bought plants at Charle- 
voix, Mich., and Mathews, Ind. 

Principal Heinz plants are lo- 
cated at Pittsburgh and Chambers- 
burg, Pa.; Fremont and Bowling 
Green, Ohio; Salem, N. J.; Me- 
dina, N. Y.; Winchester, Va.; Hol- 
land, Mich.; Mathews, Ind.; Mus- 
catine, Ia.; Berkeley, Tracy, Isle- 
ton and Watsonville, Calif. Foreign 
subsidiaries of the company op- 
erate two plants in Canada and 
one each in England, Australia 
and Spain. 

In the United States the com- 
pany has 75 sales branches and 
60 warehouses located in principal 
cities. Sales are made directly to 
about 200,000 grocery accounts in 
this country. 


DIVIDEND NOTICES 








ever is lower. 

| Since H. J. Heinz II became 
/president in 1941, the company 
| has spent $14,988,000 for additions 
‘to plants and equipment. New 





ASSISTANT TRADER WANTED 








Over The Counter Firm 
Looking For 
ASSISTANT TRADER 


Salary and Commission 
Basis 
Box CO-10 Commercial & 


Financial Chronicle 
25 Park Pl., New York 8, N. ¥. 














SITUATION WANTED 





Over The Counter 
Trader Available 


Twenty years experi- 
ence. Making money in 
this market. Desires to 
make change. ‘Box W 
101 Commercial & Fi- 
nancial Chronicle, 25 
Park Place, New York 8, 
N. Y. 











COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
The Board of Directors has 
declared this day the following dividend: 
Common Stock 
No. 46, 10¢ per share 
payable on November 15, 1946, to holders 


of record at close of business October 19, 
1946. 


October 3, 1946 


Dare Parker 
Secretary 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza = 
New York 20, N. Y. = 


DIVIDEND No. 6 


T a: BOARD OF DIRECTORS 
has this day declared the fol- 
lowing dividends on the capital 
stock of the Company, payable 
on November 15, 1946, to stock- 
holders of record at the close of 
business October 15, 1946: 


Regular semi-annual cash divi- 
dend of 50¢ per share; and 
Extra cash dividend of 50¢ per 
share. = 
Checks will be mailed. 

E. E. DUVALL, Secretary 


October 4, 1946 
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THE UNITED CORPORATION 
$3 CUMULATIVE PREFERENCE STOCK 
The Board of Directors of the United Cor- 
poration has declared a dividend of 75c er 
Share, accrued at October 1, 1946 upon e 
outstanding $3 Cumulative Preference Stock, 
payable Ociober 18, 1946 to the holders of 
record at the close of business October 11, 1946. 
THOMAS H. 











STACY, Secretary. 
Wilmington, Delaware 
October 2, 1936 
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Next Few Months Will 


Some Wall Street Bankers Believe Events of 


Determine Stock Trend 


(Continued from page 1782) 


Prices of consumer commodities 
the stock market will drop again 
mext spring to a point even lower 
than the level to which it has 
fallen at the present time. 

Two factors are seen as the 
dominant influences affecting cur-— 
rent trends in the stock market. 
One of these is the disturbed labor 
situation. Practically all the ana- 
Aysts are agreed on this point. The 
effects of strikes on the economy 
are considered by them as a great 
deal more devastating than peo-— 
pile generally recognize. It is the 
Strike itself aside from the de- 
mands of the strikers which up-— 
sets the economy, they hold. 
Strikes in the supply industries, 
for instance, by keeping vital 
parts from the assembly lines in 
other industries, they point out, 
can tie up production all along 
the line with serious repercus- 
sions gn the general volume of 
trade and employment. Part of 
the prevailing low productivity of 
labor, they hold, is undoubtedly 
due to the artificial shortage of 
mecessary supplies caused by 
strikes. Some of the low produc- 
tivity, however, results from too 
much soldiering on the job, too, 
they think. 

One broker believes that the 
time has come for the government 
to take effective measures to pre- 
vent strikes in the vital public 
welfare industries, that is, all in- 
dustries except those in the defi- 
nitely luxury class, and a bank 
economist argues that labor lead- 
ers would be acting in the best 
int ts of labor itself by hesi- 
tat to call any strike. 

Affother factor of major impor- 
tancé disturbing the stock market 
is the fact that—as one banker | 
put it—though the war has been 
over .a year, peace does not yet| 
in the world, notably on the 
ent of Europe. According to 
anker, though war may not 
- out with Russia there will 
probably be a succession of inter- 
national crises that will retard 
any return to normalcy in busi- 
ness. 

Though talk about impending 
war has subsided somewhat, some 
sections of Wall Street still think 
that the danger of war is as. great 
now as it was a few weeks ago. 
The recent speeches of Stalin and 
Byrnes on war and the rumors of 
war were disappointing, according 
to one broker who thinks that the 
undercurrent of world action is 
arousing the fears of the world 
more now than ever. A joint state- 
ment by the leading powers of 













the world that, despite certain na- 
tional differences and ideologies, 
they would endeavor to effect a 
settlement of the issues before 
them from some commonly ac-— 
ceptable basis would change the 
situation considerably, he believes. 
The great need in this country is 
for a positive instead of a nega- 
tive foreign policy, he holds. Ob- 
servers of the international scene 
shouldn’t be misled by the fact 
that the people here do not want 
war since people everywhere 
never have wanted war, not even 
the Germans in the last war, he 
says. 

Current weakness in the stock 
market, it is also felt, can be at- 
tributed partly to the fact that 
the credit base, for the extension 
of bank loans to industry has 
been restricted by recent 
Treasury debt reductions which 
necessitates many banks call- 
ing loans and the liqui- 
dation of security holdings by 
customers. Mergers in which the 
large companies have absorbed 
their sources of supplies have al- 
so had a tendency to upset busi- 
ness conditions by disturbing long~— 
standing equilibriums in industry, 
forcing the other former custom-— 
ers of these supply houses to look 
for other markets in which to pur-— 
chase materials vital to their pro- 
duction, it is seen. 

Government price controls have 
also been upsetting the market, it 
is felt. In fact, according to one 
banker, OPA prices are becoming 
more like floors than ceilings to 
prices. One bank economist holds 
that prices generally are all out 
of kilter at the present time. The 
wages that some workmen are re— 
ceiving, for instance, he points 
out, are wholly disproportionate 
to those which others are getting. 
There must be more equilibrium 
in the price structure, he thinks. 
The election is seen as another 
disturbing influence. One broker 
thinks a Republican victory in No- 
vember would tend to reverse the 
present downward trend of the 
market. 


In some quarters on Wall Street || 


it is felt that investors are domi- 
nated too much by the thought of 
the inevitability of a stock crash. 
Remembering 1929, for instance, 
investors are inclined to think 
that a decline in stock prices is 
something that must be faced 
eventually, it is pointed out. Some 
analysts, however, feel that the 
conditions prevailing in the gen- 
eral business picture today are not 
what they were back in ’29. Never 
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in the entire history of the world, 
it is pointed out, has there been 
such an accumulated demand for 
goods. Never in history have there 
been more means—money or cred-~ 
it—for buying those goods. Never, 
too, has the market been so re- 
stricted in favor of the United 
States. As one banker said, “I 
can’t see how the market can be 
too bad with all the money there 
is in circulation and the great de- 
ferred demand that exists for 
goods.” 

One observer thinks that the 
“shock” to the economy caused by 
the severity of the recent decline 
in stock prices may prove to be 
a good thing. Perhaps people 
needed a jolt of this kind, he be— 
lieves. People with moderate in-— 
comes have been*spending too 
much money. on luxuries — too 
much in beer parlors and on fur 
coats—rather than keeping cash 
in their pockets to buy consumer 
durables later, he points out. 

Some analysts think department 
store sales provide a valuable in-— 
dex of general business conditions. 
Those who follow this view attach 
great significance to the fact that 
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of department store sales has been 
extremely high. In August, this in- 
dex at 290 (1935-39—100) reached 
an all-time high. The August fig- 
ure was 154% higher than the 
114 figure for the year 1940. Sales 
have mounted faster than general 
prices as seen in the fact that the 
Federal Reserve Bank index for 
the cost of living in August at 
143.7 was only 43% higher than 
the 100.2 figure of 1940. Likewise, 
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index of 

















though the cost of living index 





rose 10% from January to August 
this year, the index of department 
store sales increased 27%. The 
department store sales index for 
September fell slightly to 270 but 
this drop was attributed largely 
to the decline in the volume of 
business in the metropolitan New 
York area because of the truck 
and delivery strike. 


Two With Lester & Co. 


(Special to THe Financrat CHRONICLE) 

LOS ANGELES, CALIF. — Je- 
rome Miller and John K. Mac- 
Donald have become associated 
with Lester & Cod., 621 South 
Spring Street, members of the 
Los Angeles Stock Exchange. 
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A Balance Sheet For 


United 


States, Inc. 


By HON. JOHN W. SNYDER* 


Secretary of 


the Treasury 


Secretary Snyder, noting improvement in form and content of 
corporation reports to stockholders, asserts U. S. Government 
should likewise furnish clear balance sheet. Declares vast indus- 
trial establishment is leading national asset, counterbalanced by 
liabilities in form of huge national debt, industrial strife, and other 
dislocations. Reiterates policy of balanced budget and calls for 
informed public to aid preper administration of fiscal affairs. 


I have always believed that 
strongest bulwarks of Democratic 
pathetic with 
the philoso- 
phy that a 
public better 
informed in 
the details of 
business man- 
agement pro- 
vides a stal- 
wart armor 
for our system 
of free enter- 
prise against 
those forces 
that are ever 


ready to at- 
tack it. 
John W. Snyder The exceed- 
ingly compli- 
cated, vast structure of our 


business economy today is a trib- 
ute to the ambitions, resourceful- 
ness and ingenuity of our Ameri- 





*Abstract of an address by Sec- 
retary Snyder before a meeting of 
“Financial World,’ New York 
City, Oct. 4, 1946. 


an informed public is one of the 
Government. I am entirely S5ym- 
e— 
can people. When we examine 
this Goliath, we may feel that it 
is a wonder that the financial 
statements interpreting it are not 
more complicated than they are. 
Therefore, it is gratifying to all 
of us to note the marked improve- 
ment that has been witnessed in 
corporation annual reports within 
the past five years. With more 
lucid writing, more complete sta- 
tistics, and better typographical 
presentations, the reports of many 
corporations have been turned in- 
to inspiring public relations docu- 
ments for people in all walks of 
life, documents that promote con- 
fidence, understanding and appre- 
ciation. 





Simplified Balance Sheet 
s of U.S.A. 

Since we are thinking of cor- 
porate statements, I think it may 
not be inappropriate to suggest 
that we might with profit, turn 

(Continued on page 1953) 








New Aspects of Bank Supervision 


By MAPLE T. HARL* 
Chairman, Federal Deposit Insurance Corporation 


Head of FDIC, after praising war time accomplishments of banks 


and bank supervisors, comments 
ages of competent examiners and 
superintendents. 


on handicaps arising from short- 
insecurity of tenure of State bank 


Tells of program to train examiners and other 


supervisory personnel, and urges state legislation to provide fixed 
and overlapping tenure as well as higher compensation for bank 


supervisors. 


Advocates more cooperation between FDIC and state 


banking departments in promoting facilities for liquidation of bank 


assets. 


When we met at Milwaukee a little less than two years ago our 


nation was fighting a desperately 
of the Bulge 
wasto be- 
come areal 
threat to our 
troops in the 
European 
theatre, while 
the fight for 
the Philip- 
pines found us 
still athou- 
sandmiles 
from Tokyo 
Yes, it seemed 
that we were 
far from vic- 
tory. The bur- 
den of wor- 
ries for to- 
morrow we carried then was great, 
but we, as a Nation with the spirit 
(Continued on page 1852) 

*An address by Chairman Harl 
before the 45th annual meeting of 
the National Association of Super- 
visors of State Banks, Cleveland, 
Ohio, Sept. 20, 1946. 





Maple T. Harl 


P sattai two-front war. The Battle 





of real Americans did not mag- 
nify them. Instead, everyone 
rolled up his sleeves and worked 
harder than ever. Cooperation 
with our Allies, production and 
teamwork on the home front, plus 
blood, sweat and supreme sacri- 
fice on the battlefront brought 
victory. 

Right now, the problems of re- 
conversion and peacetime produc- 
tion can be magnified into gigantic 
worries for tomorrow or we can, 
as we did during the war, ap- 
proach and solve these problems 
in the truly democratic manner 
of cooperation.'I favor the latter 
alternative to bring us the kind 
of peace we fought for—one that 
will bring security, better living, 
and happiness for all of us. 

In shaping the future for Amer- 
ica, the banks and bank supervis- 
ors have a great opportunity and 
a tremendous responsibility. 

(Continued on page 1852) 





Management-Union 
Struggle to Attain 
Employee Goodwill 


By DONALD B. STRAUS 


Management Employee Relations, 
Inc. 
Labor expert declares union lead- 
ers’ making of political capital 
to hold their jobs, obstructs man- 
agement from initiating mutual 
benefits. Holds “‘workers in the 
1950’s may learn to love both 
their union and their company; 
but in the wooing stage, the 
union is a jealous mistress.” 

It is pretty hard to share credit 
with someone else. It is even 
more difficult to see someone else 
take credit for what you have 
done. Almost 
insufferable is 
the plight of 
the man who 
initiatesa 
program, foots 
the bill, then 
gets blamed 
for having op- 
posed it 
while som e- 
one else is 
acclaimed its 
champion, 

This is the 
role in which 
management 
often sees it- 
self. 

Take, for example, the case of 


a company that instituted a mu- 
tual benefit plan many years ago, 
long before the arrival of a union 
on its premises. Conceived by 
management, this plan is frankly 
a reward for, an incentive to, the 
employee who has given long 
and faithful service. In union jar- 
gon it might be considered “pa- 
ternalistic,’ but when originated 
such programs were progressive 
and daring advances in the field 
of labor relations. 

In the course of negotiating a 
contract with the union, our im- 

(Continued on page 1953) 
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EDITORIAL 


(Formerly “The Financial Situation’) 


Politics and the Electorate 


The approaching political contests seem to us to be set- 
tling down far too much into a matter of getting the “ins” 
out. Those who are hoping, as are we, to have the elections 
next month retire as many as possible of political figures 
tainted with New Dealism are, so it appears to us, far too 
much inclined to content themselves with thoughts of re- 
turning a Republican majority in the House and the Senate. 
This, of course, would be a most welcome change, since the 
Democratic Party has long been held captive by elements 
alien to its history, and certainly alien to American»tradi- 
tion. It has of late been making substantial efforts to free 
itself from bondage, but with indifferent success, and it: is 
becoming clearer every day that this goal can be reached 
only by retiring the party from power to give it time to:sit 
in sack cloth and ashes. With a few notable exceptions the 
more of the present Democratic incumbents defeated -this 
autumn the better. 

But we must not make the mistake of supposing that 
defeat of the Democratic Party would automaticakly . and 
surely bring the sort of changes in governmental #6licies 
and practices that are so much desired. Least of #1 can 
we afford to permit aspirants to seats in the House and the 
Senate to gain the idea that all they need to do to be elected 
is to condemn what present incumbents have done«par- 
ticularly if that condemnation is couched in such general 
terms that the speaker could with a straight face continue 
much the same sort of tactics under another name should 
he be sent to Congress. That brand of vote seeker who 
would ride into office on the deserved unpopularity of his 

(Continued on page 1848) 
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The Presidential “Bug”? Works Overtime 


One of the many pathetic things about Washington im” recent 
years is the number of high officials who let their young subordinates 
make them look silly by dangling the Presidency before them: ° 

Unlike our former conception of the government employee as a 
plodding fellow contented with his job because of the security it 
offered, the New Deal opened up a vista of adventure~ and 
opportunity ® 
—in gov- 








top level positions, can’t tell 





ernment — to 
thousands and 
thousands of 
young men. 
They are rest- 
less, ambi- 
tious. They 
want to do 
things, accom- 
plish things. It 
is a commen- 
tary on some- 
thing that we 
had better or 
less govern- 
ment under 
the old school. 
The newcomers are smarter. To 
gratify their ambitions they must 
give us more government. 
Anyway, these thousands of 
young intellectuals ‘who have so 
infused our Washington’ govern- 
ment, that the middle-of-the- 
roaders or even conservatives 
whom Truman has placed in the 





Carlisle Bargeron 











what’s going on under them— 
these younger men have had a 
tendency from their beginning to 
cluster around this or that policy- 
making head and assure him that 
the way to become President was 
to engage in conflict and contro- 
versy. Get your name in the 
papers, they have urged. It . 

amazing that most of our higher 
officials in recent years, men pre- 
sumed to be competent, in fact, 
men who had been big shot in- 
dustrialists, have fallen for these 
blandishments. And the number 
of them who have lost out and 
returned to their homes in dis- 
comfiture, who fell by the way- 
side in the squabbling, is legion. 
Undoubtedly they have long since 
felt ashamed of themselves. But 
at the time, these men, many of 
whom were proven successes in 
their particular fields, could no 
more resist the admiration of the 

(Continued on page 1854) 
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U. S. Foreign Policy 
| No Threat to Russia 


By HON. JAMES F. BYRNES* 


Secretary 


Asserting foreign policy started 


of State 
by Reosevelt and consistently 


followed by President Truman will continue to be U. S. policy, 
-Secretary Byrnes points out reasons why this nation is concerned 
‘with establishing European peace and desires cooperation with other 
- Powers to keep Germany demilitarized. Preposes a federal gov- 
ernment for Germany and expresses hope unwarranted charges that 
-U. S. is seeking to use atomic bomb as. threat against Soviet Union 
‘will end. Reiterates U. S. adherence to doctrine of human rights 


and self-determination of peoples 
*"T-am‘ not in Paris today by ac 


cémber, when the question of the place of the peace conference arose, 
~» 4 = oi 


I at once 
thought of 
Paris and 
France, 

TI telephoned 
to Mr: ‘Bidault 
suggesting 
tHa‘t if the 
Prench Gov- 
@Trnment 
wWeuld invite 
the’ conference 

te “meet in 
Paris I felt 
éonfident the 
Mivitation 
would be ac- 
eeépted:. The 
invitation was 
extended and unanimously ac- 
cepted. 

~Mr.Bidault and his associates 
and the people of Paris have left 
undone ‘nothing that would econ- 
tribute-to our work and our com- 
fort:: The longer we stay—and we 
have been in no hurry to leave— 
thé more the French people have 
madé us feel at home. They not 
only’: want to be hospitable but 
théy have the know-how. 

“Because of the many duties de- 
volving on Mr. Bidault, I am 
amazed at his ability to find time 
to show such interest in the work 
of the conference. He is a man of 
great: intelligence, charm and in- 
dustry. And this intelligence, 
charm:'and industry he always 
uses to promote the welfare of the 
country he serves and loves so 
well. >: 

‘In this company I will not speak 
ofthe ‘long and firm friendship 
which has existed between the 
people of France and the people 
of the United States—a friendship 
which>existed before we attained 
our independence. That friendship 
runs so deep that we do not have 
to-talk about it. Differ as we may 





James F. Byrnes 


from time to. time, our two. peo- |}. 


ples always have stood and always 
will stand together in time ef 
crisis, Liberty, equality, fraternity 
—the rights of man—are our com- 
mon heritage. 

Twice-in my generation the sol- 
diers of France and the soldiers 
of America have fought side by 
side in defense of their common 
heritage of freedom. 


America is proud of her con- 
tribution to our common victory 
in 1945. America is proud of her 
contribution to our common vic- 
tory in 1918. But America is not 
so proud of the course she fol- 
lowed after the victory of 1913. 


A Follower of Wilson 


In 1918 I was a follower of 
Woodrow Wilson. I gloried in his 
idealism and in the magnificent 
effort he made to build the peace 
upon the covenant of the League 
of Nations. 

But the American people ex- 
pected too much from Woodrow 
Wilson and supported him too 
little. 

While he was in Paris working 
for peace, political opponents at 
home bitterly criticized his course 
and questioned his motives. They 
exaggerated and exploited the 
shortcomings of the Treaty of 
Versailles and they belittle and 





*Address by Secretary Byrnes 
before the American Club, Paris, 
France, Oct, 3, 1946. 





cident. While in Moscow last De- 





, besmirched what Woodrow Wilson 
had accomplished. 

America failed to join the 
League of Nations. America re- 
fused to guarantee the defense of 
the French frontier. America ai- 
lowed other countries to believe 
that she had no interest, and 
would not seriously concern her- 
self, in what was happening in 
Europe, in Africa or Asia. 

But wars started, first in Asia, 
then in Africa and then in Europe. 
Then came Pearl Harbor. America 
learned. too late that this is one 
world and that she could not 
isolate herself from that world. 

America is determined this time 
not to retreat imto a policy of 
isolation. We are determined this 
time to cooperate in maintaining 
the -peace. President Roosevelt 
this time sought to avoid the po- 
litical. opposition which had de- 
feated the peace after the First 
World War. Then President Wil- 
son neglected to invite the leaders 
of the political party in opposition 
to his Administration to partici- 
pate with him in making the 
peace. 

President Roosevelt, on the 
other hand, asked the Congres- 
sional leaders to participate in the 
peace studies being made by the 
Department of State shortly after 
our entry into. the war. 

At Yalta, immediately after the 
heads of government had agreed 
to call the San Francisco Confer- 
ence to draw up the Charter for 
the United Nations, President 
Roosevelt advised Secretary Stet- 
tinius and me that he would ap- 
point on the delegation to the San 
Francisco Conference, Republicans 
as well as Democrats and would 
name Senator Vandenberg as the 
ranking Republican member of 
the delegation. 

Even before our entry into the 
war, President Roosevelt renudi- 
ated the idea that the United 
States was not interested in what 
takes place in Europe. Knowing 
from the start that the war was 
a war of aggression he never 
asked the American people to be 
neutral in spirit. 

Before we entered the war, he 
inspired the declaration of prin- 
ciples known as the Atlantic 
Charter, which was proclaimed by 
him and the Prime Minister of the 
United Kingdom on Aug. 14, 1941. 


Stalin Accepted Yalta Declaration 


It was President Roosevelt who 
at Yalta presented the declaration 
on liberated Europe which Gen- 
eralissimo Stalin and Prime Mia- 
ister Churchill accepted and which 
imposed a responsibility upon the 
three governments to continue 
their interest in the Balkan States 
and uphold the basic freedoms 
embodied in that declaration. 

The policies inaugurated. by 
President Roosevelt. have been 
consistently followed by his suc- 
cessor, President Truman. He has 
consistently urged the carrying 
out. in the liberated and ex-enemy 
States of Europe of the policies 
agreed to by the heads of govern- 
ment at Yalta at the instance of 
President Roosevelt. 

President Truman. continued the 
practice of seeking the coopera- 
tion of the leaders of both major 


(Continued on page 1852) 








NAGA (Bklyn. Chapter) | 
To Hold Next Technical 
Session Get. [6 


The Brooklyn Chapter of 
the National Association - of 
Cost Accountants on Wednesday 
evening, Oct. 16, 1946, will hold 
the second Technical Session of 
the 1946-1947 season at the Park- 
Vanderbilt Restaurant, Park Place 
and Variderbilt Avenue Brooklyn, 
Bu. %. 

. ‘Phe -principal- speaker will be 
Clarenee Croeheron, Vice-Presi- 
dent of the American Appraisal 
Company, Inc., New York, who 
will address the group on the im- 
portant present day subject of 
“Accounting for Capital Asseis, 
Depreciation and Amortization.’ 

At the initial meeting of. the 
season, Stanley E. Bronner, Chief 
Works Accountant of the Bridge- 
port Brass Company, spoke on the 
subject of “Cost Control and the 
Importance of Inventories in a 
Changing Market.” 

The remainder of the program 
for the 1946-1947 Technical Ses- 
sions is as follows: 

Oct. 30, 1946 (Special Meeting) 
—‘Influence of Government on 
Business and Accounting,’ Mau- 
rice Peloubet, Partner, Pogson, 
Peloubet & Co. 

Nov. 20, 1946—“The Problem of 
Inventory Valuation,’ James L. 
Bohr, Greene & Greene. 

Dec. 18, 1946—‘Current Prob- 
lems in Corporate Taxation,” Lea- 
lie Mille, Partner, O. F. Taylor & 
Co. 

Jan, 15, 1947—“Straight Line 
Budget Procedure,’ Worth Probst, 
Worth Probst Association. 

Feb. 19, 1947—‘‘Adequate Insur- 
ance Coverage—The Accountant 
Assists Management,’ Charles V. 
Scanlon, Benedict & Benedict. 

Mareh 19, 1947—‘“Are Job Eval- 
uation and Wage Incentives Pro- 
fitable?”’, Samuel L. H. Burk, Di- 
rector, Organization and Methods 
Dept., Atlantic Refining Company. 

March 29, 1947 (Special Meet- 
ing)—Plant Visitation to F. & M. 
er Brewing Co., Brooklyn, 

. ¥.- A talk on “Brewery Cost 
Accounting” by a member of their 
Accounting Staff. 


April 16, 1947 (Forum Meeting) 
—Past Presidents’ Night—‘“Im- 
portant Current Accounting Prob- 
lems,’”’ George A. Ingalls, Comp- 
troller, American Machine & 
Foundry Co. (discussion leader). 


May 7, %1947—Graphs, Charts 
and Other Visual Records as used 
by Industrial Accountants, S. Lie- 
berman, associated with “Charts— 
Facts.” 

May 21, 1847 (Annual Meeting, 
Election of Officers)—Entertain 
National Officers and Directors, 
W. J. Carter,. Partner, Mount & 
Carter, Nat'l President N.A.C.A. 





Presidential Appointments 

Announcement was made on 
Sept. 12 of the following appoint 
ments made by President Tru. 
man, according to Washington dis. 
patches: 


Col. Wallace H. Graham, White 
House physician, was promoted 
to the rank of Brigadier-General, 
the Associated Press stated. 


Former Secretary of - Labor, 
Frances Perkins,- was named a 
member of the Civil Service Com- 
mission to sueceed Lucille Foster 
McMillan, not as chairman of the 
Commission but as one of the 
three members, advices to the 
New York “Times” stated. 


David A.. Morse, Assistant Sec- 
retary of Labor, the same advices 
Stated, was designated United 
States representative on the gov 
erning body of the International 
Labor Office scheduled to meet 
in. Montreal to consider the pend- 
ing agreement on the relationship 
of the ILO with the United Na 


full and efficient production. 


Association of Chicago, as given 
c h aracterist c 
of much that is 
being written 
and spoken 
these days on 
the vexed 
question of 
Labor - Man- 
agement, rela- 
tions. He de- 
plores the ir- 
responsible 
conduct of or- 
ganized labor; 
the decline in 
individual ef- 
ficiency and 
output, and 
the inability 
of Management to maintain disci- 
pline due to the “feather-bed” 
rules of the unions. He attributes 
the power of the unions to unfair 
and one-sided provisions of th« 
.Wagner Labor Relations Act, and 
predicts that continuance of pres- 
ent labor policies will result in the 
-destruction of both the free enter- 
prise system and the unions, and 
the rise of dictatorship. Finally, 
he appeals for “a rebirth of good- 
will, sympathetic understanding 
and: cooperative action,” which, i 
achieved, will bring a future “in 
which Management and Labor 
will walk hand in hand together 
toward bigger things for both.” 
But Mr. Hostetter does not ad- 
vance any cancrete suggestions as 





Wm. G. Lightbowne 


standing and cooperative action” 
is to be brought to pass. 

If the Wagner Act were wiped 
off the statute books tomorrow it 
would nct advance us one iota to- 
ward the solution of our real 
problem. Our problem is not how 
to equalize the fighting strength 
of two irreconcilable opponents 


community: of interests 
them as to elicit willing cooper- 
ation, 

We need to face the fact that 


upon self-interest, and 
motivating principle is the hope of 
gain. This applies to the workers 
as well as to the entrepreneurs, Ii 
is naive, therefore, to expect the 
workers, or any other considerable 
group of people, to respond te 
idealistic appeals. If you want the 


est in increased production, you’ve 
got to show them wherein it will 
benefit them—personally and in- 
dividually. “Put it in the pay en- 
velope,” is the cynical but hard- 
headed way they express it. 

Personally, I believe that both 
Management and Labor are think- 
ing in terms of conditions that 
have gone, never to return. Man- 
agement still seems to yearn for 
the time when unions were non- 
existent, or at least weak 
helpless, and all. real power was 
on the side of the employers. La- 
bor in the main still shapes its 
policies as if they were only a 
small fraction of the population 
and could get benefits for them- 
selves as producers that would not 
be taken away from them as con- 
sumers. 


Both need to realize that a new 
day has dawned. America’s pro- 
duction record during the war 
demonstrated conclusively that a 
high standard of living is possible 
for all if only we produce for 
peace as we did for war. There- 
fore, the American people, and 
particularly organized labor, will 


never be satisfied or contented 
again with widespread poverty 
and unemployment. 


But if we are to realize these 
potentialities, two factors are 
requisite: (1) Full and continuous 











the President named Miss Frieda 


Bureau of the Labor Department. 


tions. As substitute representative | 


S. Miller, director of the Women’s | 


production; and (2) a distribution 


lof buying power both widespread 
and adequate. 
The casual relationship of these 


Editor, ‘The Commercial and Fine 
The address by Gordon L. Hostetter, Director of the Employers’ 
in the “Chronicle,” of 


Cooperation or Chaos 


Writer appeals for intensive study of methods to bring about 
willing. cooperation” of labor with management in program of 


neial -Chronicle”: 


Oct. 3, is 





to how this “sympathetic under- - 


but hew to bring about such a} 
between } 


the free enterprise system is based | 
that its | 


workers to take a personal! inter- | 


and’ | 


|two factors is easy to see—on 
paper. But it has yet to be given 
|clear and unmistakable expression 
|in collective bargaining. Labor 
should aecept the responsibility 
for efficient and continuous. pro- 
| duction, and Management should 
accept the responsibility for a 
wage-price policy that will create 
buy ng power sufficiently wide- 
| spread. and ample to create a mar- 
| ‘et for all that can be produced. 
| But human nature being what 
it is, it is not cnough to express 
these ‘faetors as abstract prin- 
ciples. They must be implemented 
by social arrangements that will 
enlist the self-interest of both 
Management and Labor on the 
side of full production. 


In our present industrial setup, 
Management controls the machin- 
ery of production and the product. 
Labor controls nothing but its-la- 
bor-power. It has no control over 
the product and therefore its sole 
interest is in the amount of wages 
it receives. How, therefore, can 
Labor be expected to take a per- 
sonal interest in efficient produc- 
tion? 

There must be some form of 
direct connection between pro- 
duction and wages—ceall it profit- 
sharing or incentive wages, or 
what you will, so long as it gives 
Labor a direct stake in the volume 
of production. 

If there is any statesmanship in 
either Organized Management or 
Organized Labor it should be 
brought to bear on this phase of 
the preblem. It is the industrial 
|equivalent of the United Nations 
Organization in international af- 
fairs—a method of substituting 
cooperation and good-will for 
‘armed truce or open warfare. 

If Management and Labor are 
to go forward “hand in hand to» 
ward bigger things for both,” as 
Mr. Hostetter suggests, it can only 
be on the basis of partnership. . 

WM. G. LIGHTBOWNE 
Bogota, N, J. 
| Oct. 5, 1946. 


House Monopoly 
Hearings Planned 


| A House subcommittee on mon- 
| opoly, of the Small Business Com- 
| mittee, will start public hearings 
on Oct. 15 on steps “to reverse the 
| trend toward economic concentra- 
|tion” according to Associated 
Press Washington advices. Chair- 
|'man Estes Kefauver (D.-Tenn.) 
| who announced the hearings, said 
that the present trend toward econ- 
centration in production and dis- 
tribution ‘“‘threatens the continued 
existence of free and independent 
enterprise, the traditional Ameri- 
can of doing business.” And he 
added that this trend must be 
reversed if businessmen, including 
returning veterans, “are to be 
given an even competitive chance 
to survive.” 

Stating that his Committee al- 
ready believes the case against 
economic concentration itself has 


been made out, Mr. Kefauver 
went on to say: 
“Therefore, we expect to put 
the major emphasis of our inves- 
tigation on what steps are being 
taken, particularly by Govern- 
ment agencies, to reverse the 
trend toward economic conecentra- 
tion, and to find out how well the 
agencies have carried out the re- 
sponsibilities of guarding free en- 
terprise delegated to them by the 
Congress in the various anti-trust 
and fair-trade practice laws.” 
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An Easy 


Question 


“T earnestly beseech you, as President of the 
United States, to exercise all the powers vested in 
‘you promptly to conduct a review of the entire 
meat-marketing procedure and with the retention 
of price controls and necessary 
safeguards to public health to re- 


move all departmental , regula- 
tions or sanctions which impede 
the purchase, slaughter and mar- 
If, as I am con- 
vinced, there exists a conspiracy 
to defeat price controls and starve 
the people of this country into a 
inspired depression, 
prompt action by you will expose 
true conditions and bring before 
the people of this couritry the real 
It will also, I feel 
sure, produce meat on the table 
of the homes of our: workers.. 

“As early as possible remove all bans so as to 


keting of beef. 


politically 


maiefactors. 





Mayor Wm. O’Dwyer 


make possible the importation of meat from: South 
America. Cause an immediate census to be taken 
of all available cattle supplies and requisition suf- 
ficient quantities to: meet, the present crisis under 


the War Power Acts. 


Instruct the FBI to investi-.« 


gate all phases of the meat industry, particularly 
the producers, the’ packers and the processors, so 
that it may be determined who is responsible for 


the present situation. 


The FBI should determine 


whether an illegal attempt is being made to dis- 
rupt price contrel by propaganda methods or 


otherwise. 


Direct the Attorney-General to insti- . 


tute criminal proceedings, if warranted. . Restore 


OPA controls on meat 


substitutes.”’ — ‘William 


O’Dwyer, Mayor of the City of New York, to Presi- 


dent Truman. 


If the Mayor is interested in finding and remov- 
ing the cause of the conditions of which he com- 
plains—rather than in political excuses—he need 
not take so much trouble or ask the President to 


de so. 


The cause is price control. 


Only remeval of 


price control will remedy the situation. 





NAM Formula for Debt Retirement 


- Committee headed by Norman W. Wilson recommends immediate ° 
and continuous retirement at not less than $21, billions per year 
with increasing amortization as interest is reduced and when na- 


- tional income rises. 


“An immediate beginning” toward retirement of the federal debt 
in place of “perpetual postponement” was urged on Oct. 1 by Norman 
© 


W. Wilson, 
President of 
the Hammer- 
mill Paper 
Company and 
Chairman of 
the Govern- 
ment Spend- 
ing Commit- 
tee of the Na- 
tional. Associ- 
ation of Man- 
ufacturers, in 
announcing 
that the NAM 
Board of Di- 
rectors had 
approved rec- 
ommendations 
by that committee for a planned 
program of lightening the burden 
of public debt. 

-The NAM formula, drawn up 
by a committee of approximately 
70 executives, of both small and 
large manufacturing companies, 
sets up the following four specific 
points: 

1. Immediate start of debt re- 
tirement. 

2. Continuous retirement at a 
rate of not less than $22 billion 
per year until the debt is elim- 
inated. 

3. Increasing amortization by at 
least as much as the interest Is 
steadily reduced by payments on 
the principal. 





Norman W. Wilson 


4. Increasing such payments as | 


the national income rises. 

Mr. Wilson pointed out that, 
even without increase of pay- 
ments as the national income rises, 











“the formula would result in com- 
plete retirement of the national 
debt in 58 years and in cutting 
the debt in half within less than 
40 years. In the first 10 years, 
$27 billions or about one-tenth of 
the present debt would be retired. 
The amounts retired in each dec- 
ade thereafter would be progres- 
sively larger as interest payments 
declined.” : 

Noting what he called revival 
by government spokesmen of an 
“ancient alibi” that the only way 
the government can pay off debt 
is by raising taxes to make the 
people provide more money, Mr. 
Wilson declared: ° 

“According to its own net reve- 
nue estimates, the Federal Gov- 
ernment is going to take around 
$34 billions more from the people 
this fiscal year than it did ten 
years ago. 

“Certainly there is enough 
money in an increase of that size 
in the government’s ‘take’ to pay 
every dollar of necessary ex- 
pense in peacetime and also to 
make a good start on paying off 
the nation’s mortgage. If the gov- 
ernnent will cut its spending as 
it ought to cut it, and can cut it, 
the people will get both debt re- 
tirenent and tax reduction be- 
sides.” 

‘ging that reduction of expen- 
di. es and consistent debt retire- 
ment be supplemented and aided 
by a sound refinancing and re- 
funding program, the NAM rec- 
ommended that an effort be made 
to induce investors outside the 





banking system to take over a 
much larger portion of the out- 
standing debt. Its specific pro- 
posal was that the Treasury offer 
to. institutional investors, other 
than commercial banks, a long- 
term obligation bearing interest 
at a rate of approximately 242%. 
It proposed restriction of pur- 
chases of these bends to the 
amount of new money available 
for investment at the time of 
offering. ; 
- Underlying. the  reeemmenda- 
tion. for long-term bonds to help 
move debt out of the commercial 
banks is the fact, previously em- 
phasized by the NAM; that past 
methods of financing the Treas~ 
ury and managing the public debt 
have resulted in a sharp inerease 
in’ bank deposits, and these tend 
to be highty inflationary. Through 
such a procedure, it is contended, 
the governnient has been feeding 
the very fire of inflation which, 


through cértain other activities, it] ; 
. ostensibly was trymg to put out, 


. As. another: essential phase of a 
sound. public debt policy, the As- 
sociation has urged the taking of 
every: possible step im the way of 
aggressive and-skiliful ‘marketing’ 
practices to stimulate: public. in- 
vestment. in government securi- 
ties. - It has recommended also 
that the government should not 
arbitrarily lower interest rates 
and hold them at-artificially low 
— which lead to credit infla- 
ion. . 


Govt. Meat-Exports. 








| Program Changed 


,. Announeing program changes.-in 
its foreign selling policy, the De- 
partment of Agriculture on Sept. 
12 stated -that it would cease- to 
buy United States meat for cash- 
paying. foreign Governments on 
Sept. 30 as part of a program to 
return food procurement for ex- 
port to regular commereial chan-— 
nels.. The Department. added, ac- 
eording to a.dispatch-from Wash 
ington to the New York “Times,” 
that it would be in business to 
sell to other Governments any 
eommodities it had left over as 
a result of program changes, or 
which it might have on hand be- 
eause of-the price-support pro- 
grams. The “Times” added: 

It also ealled attention to the 
fact that return of commodities to 
commercial procurement ‘‘does 
not necessarily mean that these 
eommodities will be removed au-— 
tomatically from allocation,” 
rather, “allocations must remain 
in. effeet as long as the supply of 
the -commodity requires some 
method of equitable distribution.” 

Meat-buying for the United Na- 
tions Relief and Rehabilitation 
Administration, the same advices 
went on to say, “would continue 
until the end of the UNRRA pro- 
gram, the Department said. Earl- 
ier the. Department had cut off its 
procurement for cash-paying for- 
eign governments in flour and 
other wheat products, oats, grain 
sorghums, cotton and_ tobacco, 
fruit, vegetables and sugar. 

“It now continues to buy only 
dairy products, dried and frozen 
eggs, animal fats including lard, 
vegetable oils and their products, 
wheat, corn, beans, rice, canned 
fish and seeds. 

“Under the procurement pro- 
gram for other Governments, be.- 
gun as a wartime operation and 
continuing through the world food 
shortage, cash_paying foreign gov-— 
ernments deposited about $645,- 
000,000. with the Department of 
Agriculture for purchase of this 
country’s farm products.” 

Large - scale purchasers. in- 
cluded the United Kingdom, 
France, the Netherlands, Nether 
lands East Indies, Belgium and 
India. 























| The State of Trade 














The failure of OPA to stem the tide of rising prices which has 


in turn created fresh demands for 


higher wages to meet the ‘abnor- 


mally high living costs, is, in recent weeks, fast losing favor among: 


many of its most ardent adherents. 


The past and eurrent week brought to light fresh evidence of this 
growing trend. In the previous week, President Truman called upon 


the Nation to-put its shoulder tc @— 


the wheel and da its “utmost” to 
preserve industrial peace and) 
keep production at a high level. 
How these objectives can be at- 
tained in an. economy subject to 
eontrols which prove impotent in 
the face of an upward spiral of 
oduction and living costs is 
rd indeed for’ most of us to 
comprehend and quite logically 
so... 
In setting forth the WNation’s 
economic position the past week 
Reconversion Director John R. 
Steelman; pointed out that prices 
have risen more. in. the. three 
ths following the expiration 

‘the OPA Act last June 30 than, 
n the previous 38 nionths.: This, 
fact of itself should previde ample 
proof for both the President and 
Mr. Steelman and other advocates 

f price control that the remedy 
ies not in more control, but 
rather by pruning the law of some 
ef its unworkable features which 
are playing such great havoe with 
our National economy. 

In the vanguard of those favor- 
ing liftmg of controls last week 
was the President of the. Amer- 
ican Federation of Labor, William 
Green, who sought abolishment of 
wage controls.. Mr. Green reiter- 
ated his position at the opening of. 
the AFL’s 65th annual conven- 





tion on Monday of the present | 
week. when he again called for 
an end of all government wage’! 


and price controls. Significant was 


Mr. Green’s statement that, “La-'| 


bor has’ come .to the conclusion 
that the time has come to drop 
artificial government. controls 
whieh have kept the Nation’s 
economy off balance. If we ever 
expect to restore peacetime con- 
ditions: in. America, we must first 
restore peacetime freedoms.” John 
O'Leary, Vice President of the 
United Mine Workers, was also 
emphatic in his statement regard- 
ing controls, when he said, “Un- 
questionably, the popular demand 
is for repeal of government con- 
trols. ‘The people are tired of bu- 
reaucracy.” 

Added to the growing clamor 
for relief in this direction was the 
speech of Emil Sehram, President 
of the New York Stock Exchange, 
delivered in Boston, calling for an 
“old fashioned crusade for the 
cause of private capital which has 
taken enough abuse in this coun- 
try and which is the victim of 
‘ereeping paralysis’ induced by 
the policy of the government to 
regulate and harness business to 


an ‘insidious’ degree since the 
1930s.” 
Industrial production the past 


week held close to the postwar 
peaks that have been established 
in recent weeks. Steel ingot out- 
put showed a fractional decline 
for the week, but aceording to the 
American [ron & Steel Institute, 
production for the current week 
is scheduled to reach the postwar 
peak which was established iwc 
weeks ago. Electric power pro- 
duction for last week was higher 
as was the case with bituminous 
coal and daily average crude oil 
output. 

Retail volume fell fractionally 
in the week as sudden drops in 
temperature discouraged shoppers 








in many localities. Total volume 
remainec well above that vf the’ 
corresponding week a vear ago. 
The supply of most go. *s con- 
tinued to increase slightiy lasi 
week. Durable goods were high 
on the current list of best sellers. 

Overail order volume at the 
wholesale level continued to in- 
crease slightly in the week and 
small and scattered declines in 


some cities were more than offset 
by. a steady rise in almost all gee- 
tions of the country. Food -vol-' 
ume was up moderately and there - 
was a slight inerease in the” de- 
mand for. durable. goods. **Deliv- 
eries of many goods were reported: 


, to be more prompt the past ‘week 


than in previous weeks. 


- Steel Industry — Steel activity, 
continued to swing along at more. 
than a normal peacetime rate. im. 
spite of all the shortages and pro-. 
duetion difficulties, aecerding te’ 
“The tron Age,” national metal-) 
working paper, in its review of, 
the steel trade for last week. That 
some of the tension’ being forced 
upon the industry may seen be 
relieved to a small extent is re- 
flected in .a most recent, realistic: 
attitude on the part of consumers 
that their’ p on schedules 
must be gaged to steel shipments, 
the magazine adds. ‘s 

Manufacturers in recent weeks 
have closely scrutinized their wn- 
balanced inventories and to some. 
extent shows a serious concern 
over this situation. It cah bé ex-> 
pected that future orders will he. 
concentrated on an attempt to-ob=: 
tain the materials which are im 
far shorter supply in order to bale. 
anee oui total stocks and thus 
produce finished products at. an. 
accelerated rate, the above trade 
authority points out. Because most 
manufacturers are short of the’ 
same type of steel products, it may > 
take several months before cur- 
rent manufacturing inventories 
ean be leveled out into a balanced 
supply. 

Most large manufacturing firms, 
steel companies report, are main- 
taining their orders for equipment 
and materials covering the balanee 
of 1946, but are not committing > 
themselves as to the amount of 
their steel quotas which they will. 
want shipped in 1947. Only one 
major steel company has opened 
its books for 1947. 

The far reaching effects of iso- 
lated strikes are causing consid- 
erable concern in the manufactur- 
ing industries because of enforced 
curtailments at plants not even 
remotely connected with the tie- 
ups. The power strike at Pitts- 
burgh, involving an independent 
union, not only closed down a 
great number of manufacturing 
plants, but indirectly curtailed 
operations at a steel works and at 
an electrical equipment firm be- 
cause of union sympathy waikouts. 
The 6-day walkout at Carnegie- 
Illinois Steel Corp.’s Gary Sheet 
and Tinplate plant caused a loss 
in production of 12,000 tons of 
tinplate and 24,000 tons of sheets, 
“The Iron Age” reports. 

Despite the tendeney displayed 
in recent weeks towards a closer 
control over steel order volume 
steel users are still placing busi- 
ness at a rate exceeding ship- 
ments, according to the magazine 
and further states that the present 
thinking does not involve what 
is currently considered to be post- 
war peaks in new business, but 
presumes to cover what may be 
conditions in the latter part of 
the first half of 1947. September 
figures are expected to reflect an 
exceedingly high volume of pro- 
ducticn and shipments and it is 
practically certain that barring 
unusual labor conditions October 
will establish a new postwar high. 

The American Iron and Steel 
Institute announced on Monday of 
this week the operating rate of 
steel companies having 94% of 
the steel capacity of the industry 
will *e 994% of capacity for the 

(Continued on page 1854) 
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As. We See It 


(Continued from first page) 
opponent, while he himself pays homage to the very same 
set.of principles under another name must be given to un- 


derstand without delay that® 
‘he is not making a good im-j; 


pression. 
. No Mandate? 

“Tt ‘could easily happen that 
both houses of Congress came 
definitely under the control 
of the. Republican party this 
year under conditions which 
yroduced no real ‘“‘mandate’”’ 
rom the people. If such 

Should. happen it would be 
‘futile if not worse for us to 
“complain that the new legis- 

“‘jators are found to do no bet- 
.ter, or but little better, than 
their..predecessors. It is, of 
course, well enough for the 
professional politician, or 
others who have a direct in- 
‘terest in politics per se, to de- 
Sire first of all and most of all 

te -have their party rather 
‘than’some other party win at 
‘the polls. It is quite natural 
for those who are guiding the 
destinies of the Republican 
party to make victory the 
vital goal, and perhaps to 
count-other matters as of sec- 
ondary importance. The pub- 
lic: is entitled to no such lux- 
ury-—or at least it is foolish 
if if permits itself to be drawn 
into any such view of the 
situation. What it is inter- 
ested in, or at least what it 
should be interested in, is is- 
sues. Its first concern is with 
public policy. It must see to 
it that its vital interest is not 
submerged in mere political 
maneuvering. 


Eyidence of danger of this 
soft is to be seen on all sides. 
Where are the opposition can- 
didates who speak in straight 
flung words and few about 
matters that concern labor 
unionism; on the subject of 
government control of and in- 
terference with nearly all 
business processes; with re- 
gard to the bungling of our 
foreign policy; or concerning 
a dozen other issues which 
are believed to be ‘‘ticklish,” 
politically speaking, but which 
are of vital importance to the 
individual citizen of this 
country? There certainly do 
not seem to be many of them. 
Indeéd it is not easy to find 
any of them. The common 
thing, of course, is to hear 
much made of meat short- 
ages, of industrial interrup- 
tions arising out of blame- 
worthy behavior of labor per- 
mitted if not incited by Ad- 
ministration policies, or of any 
one of a number of current 
difficulties and tribulations, 
and then inquire if the voter 
“has had enough” of all this 
—leaving the implication (but 
nothing more) that a change 
would bring an end to these 
conditions. 


Can We Be Sure? 


‘But can we be sure? Take 
the matter of price controls. 
Here. is a situatiecn as it is 
working out in actual practice 








which’ is commonly believed 
to have “the makings” of 
many Republican votes—and 
it probably has. It certainly 
should. It may do so without 
any clear and unequivocal 
pronouncement of policy 
either by the opposition party 
or by any of its influential 
members. If it is to result in 
such votes it appears it must 
do so under these unfortunate 
conditions, for there is no- 
where any satisfactory decla- 
ration by the party, and if 
there has been any by the 
candidates it has not come to 
our attention. Doubtless the 
mess into which the country 
has fallen, particularly as re- 
spects meat, probably seems 
to most political opposition 
candidates to be too nearly 
heaven-sent to be “spoiled’’ or 
to be placed in the least jeop- 
ardy by any hazard raised by 
even intimating what the op- 
position believes ought to be 
done or would do if given op- 
portunity by the voters this 
autumn. 

Yet this is evidently not 
satisfactory to the citizen who 
finds not only a meatless 
table before him, but innu- 
merable and needless difficul- 
ties before him both in busi- 
ness and in his daily life out- 
side his office or shop. The 
fact of the matter is that 
nothing short of discontin- 
uance of controls will suffice 
to correct a situation which is 
most observable at the dinner 
tables of the nation, but 
which is leaving its impress 
everywhere in the _ busi- 
ness and private lives of the 
people of this country. All 
this nonsense about supply 
catching up with demand and 
the rest needs to be character- 
ized for what it is, and the 
people made to see that no 
half-way measures either in 
meat or anywhere else will 
suffice. 


Where Is There Leadership? 


But where is the political 
candidate—regardless of 
party affiliations — with the 
understanding and the cour- 
age to say any such thing to 
the voters? It is quite pos- 
sible that the great rank and 
file are not yet convinced of 
the truth of it. It would not 
be surprising if a substantial 
amount of missionary work is 
required to bring the bald 


truth home to them, so long 
have they been fed upon the 
strange doctrines of the New 
Deal and of the bright young 
fellows from the classrooms 
of radically minded teachers 
often with European back- 
grounds. Does the candidate 
for high office owe no duty 
to lead the ‘voters” thinking? 
Must we remain content with 





“politicians” - defined to 





mean men and women who 
have little interest other than 
to get into office and stay 
there? 

There is danger of disap- 
pointment next winter should 
the Republican party — gain 
control of both the House and 
the Senate. The responsibility 
for such disappointment 
would rest ultimately if not 
directly upon the voters of 
this country. If the campaign 
continues as it has done so 
far, there will be no very 
good reason to expect drastic 
changes in policy. Yet there 
are many—and the number, 
we believe, is growing—who 
wish such a change. By next 
winter there may well be a 
great many, possibly a sub- 


stantial majority, who will}. 


have seen the light of day on 
many current issues. When 
they do not get what they 
want they will not like it, and 
the outlook for the 1948 cam- 
paign could change. The time 
to make certain that this will 
not happen is now, and the 
electorate holds it in its pow- 
er to do so. 


NAM Congress to 
Discuss Labor Problems 


A realistic approach to the labor 
problem is the most important 
subject for business at the mo- 
ment, it was indicated on Sept. 
30 by a poll conducted by the 
National Association of Manufac- 
turers which will hold its 5list 
Congress of American Industry in 
New York, the first week in De- 
cember. In an effort to plan a 
program for its annual meeting 
that will be both ‘up-to-date and 
all-inclusive so far as today’s in- 
dustrial problems are concerned, 
NAM sent questionnaires to its 
16,000 members asking them to 
list discussion subjects they re- 
garded of greatest importance. 

Equalizing Union and Manage- 
ment Responsibility, Industrial 
Peace, and A National Labor Poli- 
cy are the three topics NAM’s 
members are most anxious to 
thrash out, the results of the poll 
disclosed according to the Asso- 
ciation which said “Labor is No. 1, 
Resolve this problem and many 
others that loom big at the mo- 
ment will become minor,” was 
typical of hundreds of answers. 

Government Spending and Gov- 
ernment Controls in business are 
other matters about which in- 
dustry is concerned which will 
come up for discussion at the De- 
cember meeting. Another problem 
to be discussed is Stabilization of 
Employment. 

Industry’s wide-spread interest 
in world affairs was reflected by 
requests that Atom Bomb Control 
and The International Situation 
have a place on the agenda. Other 
important topics that will be dis- 
cussed at the Congress of Amer- 
ican Industry include: Taxation, 
Terminating War Controls, Bu- 
reaucracy, Material Shortages, In- 
flation, Industry’s Public Rela- 
tions, Protection of the American 
Patent System, and Surplus Dis- 
posal. 


Aide to McCaffrey of SEC 


Sherry T. McAdam has recently 
been named assistant to James J. 
Caffrey, Chairman of the Securi- 
ties and Exchange Commission, 
advices to the Philadelphia “Eve- 
ning Bulletin” stated on Sept. 26. 
Mr. McAdam, a graduate of the 
U.S. Naval:Academy.in 1925, re- 
turned to the Commission in Aug- 





‘ust of 1945 after war service. He 


had been with the SEC since 1935. 





Carrier Asks Relief From Mounting Costs 


Pennsylvania RR. points out other industries have been allowed to 
charge higher prices. Says in spite of peak business, railroads 


are “having to pinch pennies to st 


ay solvent.” 


Railroads alone, among the great industries of the nation, have 
been denied adequate relief in meeting the higher costs thrust upon 





them by the war and its after-* 
math, the Pennsylvania RR. points 
out in a special message addressed 
to its patrons and also being sent 
to stockholders. Actually, freight 
rates were slightly lower at the 
close of the war than at its be- 
ginning, 

Particular emphasis. is placed 
upon the fact that the increases 
which the railroads are now seek- 
ing average only eighteen one- 
hundredths of a cent for carrying 
a ton of freight one mile. 

“Other industries have been al- 
lowed to.charge higher -prices -to 
meet higher costs they could not 
absorb,”’ says the Pennsylvania. 
“That, too, is the only way the 
railroads can solve their problem 
.. The railroads are meeting their 
responsibilities to the country, but 
the country is not meeting its re- 
sponsibility to tre railroads.” 

How urgent the needs of the 
railroads have now become for 
higher freight rates is indicated 
by the way costs have been 
mounting. 

Three increases since 1939 have 
raised railroad wages 51.1%. “It 
will take an extra $1,451,000,000 
a year just to meet these wage in- 
creases; that is more than $3,900.,- 
000 a day,” the Pennsylvania’s 
message states. 

As illustrating the mounting 
trend of material prices, cross- 
ties have risen 128.6%; freight car 
linings, 168.5%; steel rails 22.3%; 
and dining car commissary items, 
91%. Coal, of which the railroads 
are the largest users in America, 
has risen $1.50 a ton, but for the 
average haul of 330 miles the rail- 
roads are getting only 7'2¢ a ton 
more than before the war. 

“The railroads are doing a peak 
business,” continues the message, 
“and, as in all periods of peak 
business, should be making peak 


profits in order to keep pace with 
the country’s growth.” Instead, 
they are pictured as “having to 
pinch pennies to stay solvent.” 
Since the termination of World 
War II, the railroads have been 
allowed an emergency increase of 
612% in _ freight rates of a total 








of 19% requested. The partial in- 





crease “will produce a little more 
revenue,” it is stated, but will 
“still fail by $1,865,000 a day to 
meet increased costs of operation 
and provide means to satisfy the 
nation’s need for a _ continually 


progressing and 
road system.” 

This estimate takes into account 
the extraordinary added burdens 
imposed by the Crosser Act, pass- 
ed by Congress just as it was ad- 
journing. Through this measure, 
the railroads are immediately 
loaded with extra costs of $99,- 
000,000 a year for inflated social 
security taxes, such as no other 
industry has to bear. When the 
full impact of the Crosser Act is 
felt, the railroads will be paying’ 
social security taxes 131% higher 
than any other industry. 

The views of the Pennsylvania 
RR. management are expressed in 
a new issue of “Train Talks”, the 
publication that the railroad dis- 
tributes from time to time to pas- 
sengers on its trains and through 
other channels to patrons. 

It is “a simple economic fact”, 
“Train Talks” declares, “that the 
money needed to meet higher 
wages, higher prices, higher taxes 
and more costly social security, 
and to pay for the ravages of war 
and future improvements, “simply 
can not be earned at present 
freight rates.” 

After World War I, the railroads 
had to borrow $10,000,000,000 for 
rehabilitation. That will be nei- 
ther possible nor desirable now, 
“Train Talks” states, “So the rail- 
roads, this time, will have to rely 


chiefly upon adequate revenues to 
provide the money needed for re- 
storation of facilities and contin- 
ued progress. 

“Only through increased rates 
can the railroads of America es= 
tablish the economic basis that 
will enable them to get better 
cars, better engines, better equip- 
ment of all kinds, and perform 
better and increasingly attractive 
service for the American public. é 


improving rail- 


a —_—_—. 


oe Retail Prices Show Sharp 
Increases Says Fairchild Index 


Retail prices advanced in Augu 
according to the Fairchild Publicati 


st for the sixth consecutive month 
on’s Retail Price Index. Reporting 


that “quotations showed the greatest monthly gain since relaxation 
of price controls,” it stated that “the Index at 116.0 (Jan. 2, 1931— 


100) was a new high in the life of the Index.” 
showed 


that the composite index 


It was added 


a gain of 0.9% as compared 





with the previous month, and an® 


advance of 2.2% compared with a 
year ago. 

The Fairchild advices on Sept. 
17 further stated: 


Every group showed gains dur- 
ing ‘the month. It was the first 
time since before the war that all 
groups advanced at one time, The 
greatest increase was recorded in 
men’s apparel, women’s apparel, 
home furnishings and _ infants’ 
wear. As compared with a year 

ago, sharp increases were record- 
ed for piece goods, men’s and 
women’s apparel, and home fur- 
nishings. 

The increase in the Index since 
the 1939-40 low before the start 
of the war has been very great, 
approximately 30.5%. If it were 
possible to measure quality 
changes in many of the items in- 
cluded in the Index, the advance 
would be still greater, probably 
coming closer to 45%. 

The greatest gains recorded 
since 1939-40 low were in wom- 
en’s apparel, Bitcyt goods and home 
furnishings, with infants’ wéar 
and men’s apparel showing small- 


est gains. 
An analysis of individual items 


++ 





comprising the Index shows in- 
creases among the following com- 
modities: aprons and housedresses, 
corsets and brassieres, furs, wom- 
en’s underwear, women’s shoes, 
men’s hosiery and underwear, 
men’s clothing and shoes. There 
were also gains in infants’ and 
children’s socks, underwear and 
shoes. In the home furnishings 
field increases were recorded for 
floor coverings, radios, electrical 
appliances, and china. The great- 
est percentage increases were re- 
corded by sheets, men’s hats and 
caps, shoes, men’s shirts and neck- 
wear. 

The upward trend in the 
Retail Price Index, recorded since 
April 1, should continue for the 
rest of the year according to A. 
W. Zelomek, economist, under 
whose supervision the Index is 
compiled. He points out that the 
advances in cotton alone should 
be reflected at the retail level in 
coming months. In addition, other 
upward price adjustments are ex- 
pected hy the OPA. The retai? 
Price Index, therefore, may still 
show an advance of at least 714% 
from current levels before it 
reaches its peak. 
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UNRRA Quarterly Report 


Outstanding features of President Truman’s quarterly report on 
the United Nations Relief and Rehabilitation Administration re- 
leased Sept. 25, were cited as follows in a special dispatch from 
Washington to the New York “Times”: 


As of June 30 the United States had contributed 71.6% of the 


tonnage, 68% of the value, of sup 


plies sent into receiving countries 





by UNRRA. © 


United States shipments were 
9,140,614 long tons of a total of 
12,736,975;.their value was $1,154,- 
072,000 in a world total of $1,797,- 
149,000. It was stated that the bulk 
of the food to be sent overseas by 
UNRRA will have been shipped 
by the end of the calendar year, 
and that completion of industrial, 
agricultural and medical rehabili- 
tation programs will be hastened. 

A special investigation of black- 
market activities during the quar- 
ter was reported, with results as 
follows: Except for Poland, 
Greece, and China, there was no 
evidence of any significant quan- 
tities of UNRRA supplies being 
traded in the black markets. In 
Poland and Greece, where strict 
Government supervised rationing 
systems exist, steps were taken to 
prevent UNRRA supplies reap- 
pearing in unregulated markets. 

In China, where there is no such 
rationing system, UNRRA “took 
steps to require that a greater pro- 
portion of its food supplies be dis- 
tributed free of charge to re- 
sourceless persons.” 

Cumulative through June 30, 
UNRRA had shipped 5,934,475 
long tons of food; 423,769 long 
tons of clothing, textiles and foot- 
wear; 887,332 long tons of agri- 
cultural rehabilitation supplies; 
4,143,886 long tons of industrial 
rehabilitation supplies; 104,932 
long tons of medical supplies, and 
1,272,581 long tons of other sup- 
plies, including military surpluses 
brought overseas. 

As of June 30, a total of 118,395 
tons had been shipped into Al- 
bania, including in the quarter re- 
ported on ‘a substantial per cent 
of all the food consumed by the 
1,120,000 people living in Albania.” 

To Austria had gone 418,180 
long tons, mostly food, the bulk of 
which “came from military stocks 
and were mainly a continuation of 
the military program, financed, 
however, by UNRRA.” Tonnage 
into China totaled 1,104,210 long 
tons, a report which was accom- 
panied by this comment: “Because 
of the lack of transportation, food 
could not reach the starvation 
area behind the coastal towns.” 

Czechoslovakia had _ received 
973,373 tons, so well employed to- 
ward rehabilitation that that coun- 
try was called “a model of UNRRA 
operations.” 

Greece, first country to be aided, 
had received 2,747,234 tons, but its 
“recovery to the point of economic 
self-sufficiency” was said to be 
“still dependent on outside help” 


and special attention was called to 


“the enormous orphan population 
of Greece.” dependent on 
UNRRA child-feeding program. 


Italy had received 3,589,557 tons, 


with the import of coal termed of 
first importance. Poland’s cumu- 
lative total of supplies was 1,336,- 
196 tons, including sixteen fishing 
vessels te bring the catches in 
from the Baltic. 

Yugoslavia received 2,029,394 
long tons, and the report said: 
“The coming staple food harvest 
throughout the country promises 
to approach 70% of pre-war ton- 
nage levels. thanks to the timely 
arrival of UNRRA seed, fertilizer, 
light tractors, and basic tillage in- 
struments.” Also, UNRRA’s health 
program has made a most impor- 
tant contribution to this countrv’s 
recovery. Included was the ship- 
ment there of 1,200 artificial limbs, 
.and plans were announced for a 


$420,000 program for the manu- 
facture in Yugoslavia of artificial 
‘limbs because of the great number 
_of war amputees there. 

Displaced persons operations 
-were termed “disappointing,” with 


the 


persons repatriated out of the 
camps. 

President Truman urged that 
this country be ready -when 
UNRRA ends “with workable 
plans which will enable the war- 
devastated countries to face the 
future with confidence and suc- 
cess.” The President stressed the 
importance of continuing to con- 
serve food supplies. 

RRR 


Truman Predicts 
Permanent Peace 


President Truman paid a flying 
trip to the U. S. Military Academy 
at West Point on Sept. 28 to attend 
the Army -Oklahoma football 
game, according to Associated 
Press advices from West Point. 
Prior to the game Mr. Truman was 
a luncheon guest in the mess hal) 
of the academy where he ad- 
dressed the cadets informally. De- 
claring that “leadership is just 
naturally ingrained into some 
men,” he urged them to cultivate 
that leadership as their duty. 
“My definition of leadership,” 
the President went on to say, “is 
that quality which can make other 
men do what they do not want to 
do and like it. That is your duty 
That is going to be your job. That 
doesn’t mean that your leadership 
has to be confined entirely to your 
military education. Some of our 
greatest civilian leaders right now 
are men who have been trained to 
a military leadership.” The press 
advices added: 

“As examples of such leadership 
the President singled out for praise 
Gen. George C. Marshall, now an 
envoy to China; Gen. Omar Brad- 
ley, head of the Veterans Admin- 
istration, and Admiral Ben Mor- 
cell, who recently retired from 
service after acting as the Gov- 
ernment’s administrator of the 
seized soft coal mines. 

“Asserting that ‘we are facing 
a situation now which every coun- 
try has faced after a_ terrible 
emergency, the President said, 
‘there is going to come a time, 
now, when people are going to be 
sorry that they ever saw a soldie1 
or a sailor or a marine. Don’t let 
that worry you. We are going to 
need leadership now and from 
now on just as badly as we have 
needed it in this great emergency 
through which we have just been. 


***Give the country the best you 





say about you for wearing a uni- 
form in the _ future,’ 
Truman said, ‘maintain that dig- 
nity that goes with the leadership 
that has made this country 
great.’”’ 


President told America’s future 


ing for.” 


McGrath 





Quits Fed. Post 


Attorney General’s. return 


the Rhode ‘Island Democratic Sta 





‘infiltrees during the quarter -re- 
portcd more-than making up the 








Convention ‘for ‘the 
Senate. : ; 


have and no matter what they may 


President 


Before closing his remarks the 


military leaders, “We believe that 
we are going to have a permanent 
peace. That is what we are work- 


The resignation of J. Howzrd 
McGrath as United States Solici- 
tor General has been submitted to 
Attorney General Tom Clark and 
awaits the latter’s return from a 
speaking tour in California, ac- 
cording to a-.special dispatch to 
the New York “Times” from Pro- 
vidence, R. I. on Oct, 2. Upon the 
to 
Washington President Truman -is 
expected to accept Mr. McGrath’s 
resignation. Mr. McGrath, who be- 
came Solicitor General last Octo= 
ber after resigning the Governor+ 
| ship of Rhode Island to accept the 
post, was recently nominated by 


United State! 


August Gas Sales Rise 


Sales of the gas utility industry 
to ultimate consumers in August, 
1946 totaled 1,834,181,000 therms, |: 
an increase of 2.3% over sales of 
1,793,776,000 therms in the same 
month last year, the American Gas 
Association announced on Sept. 
30. The Association’s index of gas 
utility sales stood at 178.9% oi 
the 1935-1936 average for the 
month. For the 12-months. ending 
Aug. 31, 1946, sales were approx- 
imately 25,762,000,000 therms, a 
decline of 1.7% under sales of 
26,198,000,000 therms in the like 
period a year ago. 
Utility sales of natural gas in 
August totaled 1,629,500,000 
therms, a gain of 1.7% over 1,602,- 
900,000 therms sold a year earlier. 
The Association’s index of natural 
gas sales in August, 1946, stood at 
183.2% of the 1935-1939 average. 
For the 12 months ending Aug. 31, 
1946, natural gas sales were 22,- 
492,700,000 therms, a decrease of 
2.0% under sales of 22,948,800,000 
therms in the comparable period 
a year ago. 
Mixed gas sales in August 1946 
were 68,000,000 therms, an in- 
crease of 10.4% over sales of 61.- 
600,000 therms in August, 1945. 
The August, 1945 index of mixed 
gas sales stood at 162.5% of the 
1935-1939 average. Twelve-month 
sales of mixed gas for the period 
ending Aug. 31, 1946 were 1,204,- 
900,000 therms, a gain of 2.7% 
over 1,173,500,000 therms sold a 
year earlier. 
Sales of manufactured gas in 
August 1946 aggregated 136,700,- 
000 therms, an increase of 5.7% 
over sales of 129,300,000 therms a 
year ago. The index of manufac- 
tured sales for August, 1946 stoo3 
at 145% of the 1935-1939 average. 
Sales during the 12-month period 
ending Aug. 31, 1946 totaled 
2,064,900,000 therms, a decrease of 
0.5% under 2,076,000,000 therms of 
manufactured gas sold in the com- 
parable period a year ago. 
A therm is a unit of measure- 
ment of gas supply which takes 
into account variations in heating 
value. For statistical purposes a 
therm is equivalent to approxi- 
mately 190 cubic feet of manufac- 
tured gas, 120 cubic feet of mixed 
gas or 95 cubic feet of natural gas. 
School of Banking at 

a a s s 
Wisconsin Universily 
The success of the School of 
Banking at the University of Wis- 
consin this summer was recog- 
nized by the University authori- 
ties who approved the proposal to 
give the School the summer pe- 
riod in 1947 of the first two weeks 
in June, it was announced on Sept. 
5 by the Illinois Bankers Assn., 
which said that this was an- 
nounced. Harry C. Hausman, 
Chairman of the Board of Trus- 
tees of the School, who also stated 
that the Dean of Summer Schools. 
John Guy Fowlkes, was hopeful 
that the School of Banking could 
be housed in the new modern 
dormitories on the shore of Lake 
Mendota. Accommodations for 
over 300 students will be provided 
and registrations are already be- 
ing received for the Freshman 
Year beginning with next sum- 
mer’s session, 





Argentine to Redeem Bonds 

The Argentine Republic on 
Sept. 14 notified holders of its 
Sinking Fund External Conver- 
sion Loan 4% Bonds, due April 
15, 1972, that it will redeem in 
whole the entire issue of these 
bonds on Oct. 15, 1946. Upon 
presentation- and- surrender of 
these bonds on the redemption 
date at the office of J. P. Morgan 
&. Co. Incorporated, New York 


The National City Bank of New 
York, or at the principal office of 
The First National Bank of Bos- 
ton, payment will be made of the 
principal’ amaunt. of each suc 





City, at the principal office of}, 


to $62,806,405, 


July Glass | RR. Gross Earnings $121,658,359 
Below 1945— Net ‘Income $27,990,161 Lower 


The Class 1 railroads of the United States in July, 1946, had an 
estimated net income, after interest and rentals of $35,000,000 com- 
pared with a net income of $62,990,161 in July, 1945, according to 
reports filed by the carriers.with the Bureau of Railway Economies 
of the Association of American Railroads and made public Sept.4. 
Net railway operating income, before interest and rentals amounted 
compared with® 





$98,775,650 in July, 1945. The As- 
pocieten further reported as fol- 
Ows: 


In the first seven months of 
1946, these roads, which repre- 
sent a total of 227,774 miles, had 
an estimated net income, after 
interest and rentals of $11,000,000 
compared with $392,831,957 in the 
corresponding period of 1945. Net 
railway operating income, before 
interest and rentals, totaled $216,- 
038,106, compared with $647,335,- 
514 in the first seven months of 
1945. 

Certain railroads took into 
their accounts in July, as a credit 
to income, the carry-backs from 
1944 and 1945 Federal taxes au- 
thorized by the Internal Revenue 
Code. Net income for July without 
these credits was $30,640,000, in- 
stead of the $35,000,000 reported 
with them. For the seven months 
ended July 31, without carry- 
back credits, the railroads suffered 
a deficit in net income of $42,- 
200,000, as against a reported net 
income of $11,000,000 with these 
deductions from Federal tax ac- 
cruals. Net railway operating in- 
come for July and the seven. 
months would have been corre- 
spondingly reduced, had the car- 
ry-back credits not been made. 


en months of 1946 had a net rail- 
way operating income, before in- 
terest and rentals of $49,177,353 
compared with. $276,328.307 in the 
same period of 1945. Their net 
railway operating income before 
interest and rentals in July 
amounted to $27,326,786, com- 
pared with a net railway operat- 
ing income of $40,718,352 in July, 
1945. 

Operating revenues of the Class 
1 railroads in the Eastern Districz 
in the first seven months of 1946 
totaled $1,872,201,617, a decrease 
of 19.7% compared with the same 
period of 1945, while operating 
expenses totaled $1,653,589,922, or 
a decrease of 3.1% below 1945. 


Southern Region 


Class 1 railroads in the Southern 
Region in the first seven months 
of 1946, had an estimated net in- 
come, after interest and ‘rerifals, 
of $2,000,000 compared with’a net 
income of $54,971,047 in thersame 
period of 1945. For the:month,ef 
July alone, they had an estimated 
net income after interest ‘and 
rentals, of $1,300,000 ‘eompdared 
with a net income of $6;140;648.dn 
July, 1945. - 


Those same roads in the. first 











In the 12 months ended July 
51, 1946, the rate of return on 
property investment averaged 
1.52% compared with a rate of 
return of 3.95% for the 12 months 
ended July 31, 1945. 

The earnings reported above as 
net railway operating income rep- 
resent the amount left after the 


payment of operating expenses 
and taxes, but before interest, 
rentals and other fixed charges 
are paid. Property investment is 
the value of road and equipment 
as shown by the books of the rail- 
ways including materials, sup- 
plies and cash. 

Total operating revenues in the 
first seven months of 1946 totaled 
$4,251,347,767 compared with $5,- 
493,021,122 in the same period of 
1945, or a decrease of 22.6%. Op- 
erating expenses in the first seven 
months of 1946, amounted to $3,- 
627,489,634 compared with $3,- 
743,337,174 in the corresponding 
period of 1945, or a decrease of 
3.1%. 

62 Class 1 railroads failed to 
earn interest and rentals in the 
first seven months of 1946, o! 
which 26 were in the Eastern 


trict. 
Eastern District 


District in. the first even month 
after interesit and rentals of $41, 
000,000 compared with a net in 
July alone, their estimated net in 
was $14,000,000 compared with 


1945. 





Yend. - Interest’ on the bonds will 
cease’ on Oct. 15, 1946. ~ 





Class 1 railroads in the Eastern 
of 1946 had an estimated deficit, 
come of $157,607,320 in the same 
period of 1945. For the month of 
come after interest and rentals, 
net income of $24,336,001 in July, 


The same roads in the first sev- 


ore. 


|interest and rentals, of $37,961,- 
|441 compared with $91,492,949;in 
| the same period of 1945. Their net 
railway operating income ‘before 
interest and rentals in” duly 
amounted to $5,928,066 compared 





- ee OR ee 


come of $11,008,504 in July, 1945. 
Operating revenues of the Class 
1 railroads in the Southern Region 
in the first seven months of 1946 
totaled $609,293,358, a decrease of 
21.4% compared with the same 
period of 1945, while operating 
expenses totaled $512,134/129° or 
an increase of 1.5% above 1945. 


Western District 

Class 1 railroads in the Western 
District in the first seven months 
lof 1946 had an estimated net in- 
/come, after interest and rentals, of 
| $50,000,000 compared with. $180,- 
| 253,590 in the same period of 1945, 
|For the month of July alone they 
‘had an estimated net income after 
‘interest and rentals, of $20,000,- 
'000 compared with a net income 
‘of $32,513,512 in July, 1945. 

| Those same roads in the first 
|seven months of 1946 had a_net 





District, 11 in the Southern Re- | Tailway operating income, before 
gion, and 25 in the Western Dis- | interest and rentals, of $128,899,- 


312 compared with $279,514,258 
in the same period of 1945. Their 
net railway operating income, be- 
s|fore interest and rentals, in July 
amounted to $29,551,553 compared 
-| with a net railway operating in- 
-|come of $47,048,794 in July, 1945. 
Operating revenues of the Class 
1 railroads in the Western District 
+lin-the first seven months of 1946 
totaled $1,769,852,792, a decrease 
alof 25.9% compared with the same 
period of 1945, while operating 
expenses totaled $1,461,765,583, a 
decrease of 4.6% below 1945. 











CLASS I RAILROADS—UNITED STATES 
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At the regular meeting of the 
Board of Directors of The Na- 
tional City Bank of New York 
held on Oct. 8. Leo N. Shaw was 
given the title of Vice-President 
and Manager, Overseas Division. 
Since June, 1945. Mr. Shaw has 
acted as Vice-President and Dep- 
uty Manager, Overseas Division. 


. He came to National City in the 


College Training Class of 1916. 
Mr. Shaw is widely known as an 
expert on foreign exchange and 
his activities have been divided 
between the domestic and over- 
seas branches. 


Reflecting the continued de- 
cline in the VU. S. Government 
War Loan deposit account, total 
deposits of the Chase National 
Bank of New York on Sept. 30, 
1946, amounted to $4,642,025,000 
compared with $5,039,709,000 on 
June 30, 1946, and $4,620,618,000 





. On Sept. 29, 1945. The U. S. War 


deposit on Sept. 30, 1946, 
Was $359,090,000, representing a 
drop of $250,692,000 from the fig- 
ure a year ago, while the other 
deposits of the bank, excluding the 
War Loan deposit, showed an in- 
tease of $272,100,000 during the 
12-month period from Sept. 30, 


oared with $71,904,476 on June 30, 
1946; investments in United States 
Government securities of $138,- 
385,317 compared with $160,956,- 
317 on June 30, 1946. Loans and 
discounts of $43,841,601 compared 
with $40,259,875 on June 30, 1946. 
The bank’s capital account was 
unchanged at $7,000,000 and its 
surplus and. undivided profit ac- 
count increased to $12,827,021 
from $12,593,546 at June 30, 1946, 
after payment of the regular divi- 
dend. Net earnings per share for 
the quarter were $1.06, and for the 
nine months of this year $3.02. 





The statement of condition of 
Sterling National Bank & Trust 
Company of New York as of Sept. 
30, 1946, reports total deposits of 
$149,751,854 and total resources 
of $158,622,707. These figures 
compare with deposits of $160,- 
925,778 and resources of $169,- 
783,365 on June 30, 1946. Cash 
and due from banks is listed at 
$37,184,503, which compares with 
$39,315,670 on June 30th last. U.S. 
Government securities are shown 
at $80,485,017 as against $91,341,- 
807 for the previous quarter. 
Loans and discounts increased to 
$38,623,671 from the June 30th to- 


/ 1945, to Sept. 30, 1946. Total re-|tal of $36,067,386. Capital and 


sources on Sept. 30, 1946, amount- 
ed to $5,010,436,000 compared with 
$5,403,847,000 on June 30, 1946, 


. and $4,965,394,000 a year ago; cash 
. @nd due from banks amounted to 


$1,117,907,000 compared with $1,- 
249,714,000 and $885,690,000 on the 
respective dates; investments in 


United States Government securi- | 


ties, .$2,388,788,000 compared with 
$2,611,093,000 and $2,765,350,000; 
loans and discounts $1,087,026,000 
compared with $1,166,386,000 and 
$919,835,000. 

On Sept. 30, 1946, the capital of 
the bank was $111,000,000 and the 
surplus $139,000,000, both figures 
the same as on June 30th. The un- 
divided profits on Sept. 30 were 
$62,102,000 compared with $59,- 

on June 30. Wet current 
operating earnings for the nine- 
month period ending Sept. 30 
were $2.00 per share in 1946, 
compared with $1.78 per share in 
the same period last year. Net 
profits on securities were 40 cents 
per share in nine months of 1946, 
compared with $1.13 per share for 
Same period last year, after 
provision for taxes applicable to 


- such profits in both periods. Net 


earnings, including security prof- 
its, were $2.40 per share in the 
first three quarters of 1946, com- 
pared’ with $2.91 in the corre- 
sponding period of 1945. 


Bank of the Manhattan Com- 
Sept of New York reported as of 
, 





t. 30, total deposits of $1,081,- 
571 and total assets of $1,154,- 


$14,448 compared _ respectively 


‘ With $1,182,047.643 and $1,255,- 


330,444 as of June 30, 1946. Cash 
on hand and due from banks 


_ A@mounted to $272,148,893 against 


$317,691,630; holdings of United 
States Government obligations 
9$442,124,917 against $514,585,527. 
Loans and discounts amounted to 
ny gs compared with $359,- 

,038. Capital remained at $20,- 
000,000. Surplus remained at $30,- 
000,000. Undivided profits after 


' fWeserve of $600,000 for quarterly 





dividend increased to $12,497,404 
— $11,929,325 at the end of 
une. 





The Commercial National Bank 
and Trust Company of New York 
reported as of Sept. 30, 1946, total 


surplus remained unchanged at 
$6,000,000, while undivided profits 
totaled $551,464, as compared with 
the June 30, 1946, total of $535,- 
882. Reserves amounted to $1,- 





| 611,518 compared with $1,445,617 


‘three months ago. 





._ The Sept. 30 statement of condi- 
| tion of the Grace National Bank of 
| New York shows deposits of $79,- 
|'716,813 as compared with $88,- 
265,488 on June 30, 1946, and $84,- 
412,938 a year ago. Surplus and 
undivided profits amounted to $3,- 
768,475 as compared with $3,713,- 
610 on June 30, 1946, and $3,536,- 
559 a year ago. Cash in vault and 
with banks totaled $19,788,042 as 
compared with $23,686,638 on 
June 30, 1946, and $15,510,874 a 
year ago. U. S. Government Se- 
curities were $47,020,393 as com- 
pared with $49,604,360 and $43,- 
904,461 a year ago. Loans and dis- 
counts were $19,987,863 as com- 
pared with $22,406,132 on June 30, 
1946, and $25,452,944 a year ago. 





J. Henry Schroder Banking 
Corporation reports total re- 
sources of $74,490,852 on Sept. 30, 
1946, against $71,184,077 on June 
30. Cash on hand and due from 
banks was $8,588,883 against $10,- 
043,177. U. S. Government securi- 
ties were $35,400,062 against $38,- 
024,009;-customers’ liability on ac- 
ceptances $15,128,131 compared 
with $9,850,377. Surplus and un- 
divided profits were $3,189,209 
against $3,185,751 in the previous 
quarter;-amount due to customers 
was $48,346,705 against $50,;791,- 
892. Acceptances outstanding were 
$16,081,731 compared with $10,- 
558,696. Schroder Trust Company 
reported Sept. 30 resources of 
$38,958,200 compared with $38,- 
596,747 on June 30th; cash and due 
from banks, $8,160,944 against $7,- 
483,057. U.S. Government securi- 
ties totaled $23,920,863 against 
$25,460,659; loans and discounts 
$6,178,825 compared with $4,871,- 
958. Surplus and undivided profits 
were $2,587,164 against $2,584,891. 
Deposits were $34,227,742 against 
$34,103,198. 





Fulton Trust Company of New 
York reports total deposits of 





deposits of $207,290,068 and total | $36,633,871 and total assets of $42,- 


assets of $232,154,337 compared 
respectively with $252,114,309 and 
$277,327,769 on June 30, 1946. The 





300,189 in its statement of Sept. 30, 
1946. On June 30, 1946, these 
figures were $39,639,192 and $45,- 








| were $35,989,711 and total assets 


were $41,535,936. Cash, U. S. Gov- 
ernment securities and demand 
loans secured by collateral 


|amounted to $39,384,140, as com- 


pared with $42,517,559 on June 
30th last and $38,012,986 a year 
ago. Capital and surplus showed 
no change in total at $4,000,000. 
Undivided profits increased to $1,- 
299,881, after dividend of $30,000 
paid Oct. 1, 1946, as against $1,- 
293,530 shown on June 30, 1946, 
and $1,217,919 on Sept. 30, 1945. 





Thomas J. Shanahan, President 
of the Federation Bank and Trust 
Company of New York reported as 
of. Sept. 30, 1946, deposits of $35,- 
861,837, and total resources of 
$40,939,424 against $38,550,997 and 
$43,611,497, respectively as of June 
28, 1946. Cash on hand and. due 
from banks amounted to $8,136,540 
against $9,184,420. Holdings of 
United States Government Securi- 
ties totaled $6,895,775 against $8,- 
403,179. Loans and discounts were 
$14,650,650 against © $15,594,794. 
Capital of $1,500,000 and surplus 
of $1,500,000 remained unchanged, 
and undivided profits had been in-+ 
creased from $513,141 to $545,665. 





Clifton Trust Company of New 
York reports total assets of $27,- 
484,748 as of Sept. 30, 1946, in its 
statement of condition for the 
third quarter. This compared with 
$28,298,636 as of June 30, 1946, 


ago. Deposits totaled $25,609,796 
against $26,555,790 on June 30 of 
this year and $22,373,878 on Sept. 
29, 1945. Surplus and undivided 
profits amounted to $762,303 com- 
pared with $759,990 on June 30 
and $600,936 a year ago. Loans 
and discounts of $5,175,894 were 
reported as of Sept. 30, 1946, com- 
pared with $4,826,260 three 
months earlier and $3,043,704 on 
Sept. 29 of last year. U. S. Gov- 
ernment securities and municipal 
bond holdings totaled $13,384,220 
against $13,268,417 and $13,335,- 
331. Cash on hand and due from 
banks amounted to $6,616,064 com- 
pared with $6,953,577 and $5,163,- 
830. 





In honor of the visit to New 
York City of Beauford Jester, 
Governor-nominate of the State of 
Texas, an exhibit of pictures 
showing the industrial develop- 
ment of that state is being shown 
in the windows of Colonial Trust 
Company, on the Avenue of the 
Americas at 48th Street. 

Arthur S. Kleeman, President 
of the bank, in announcing the 
display, said: 

“As a service to our corre- 
spondents and in furtherance of 
the Governor’s objectives, we are 
seeking to make our bank head- 
quarters in New York for supply- 
ing information about -Texas to 
those who are seeking industrial 
locations in the Lone Star State. 
At the same time, we -have sug- 
gested to our Texas correspond- 
ents that they direct to us any 
representatives of their State or of 
its communities who may, be im 
New York for the purpose of in- 
viting industrialists to establish 
themselves in Texas. Through the 
special cooperation of our’ Vice- 
President, John C. Jester, who is 
stationed in Dallas, in charge of 
our Texas bank relationships, and 
our Vice-President, Ernest Lamb, | 
another Texan who is in charge of 
our Correspondent Bank -Division 
in our Head Office, we believe we 
are in an especially advantageous 
position to prove of help in’the 
Jester program for the further in- 
dustrialization of Texas. 


3... 





In their Sept. 30 statements to- 
tal deposits for the National City 
Bank of New York and the City 
Bank Farmers’ Trust Co. together 
are shown as $4,853,743,078 and to- 
tal resources as $5,198,554,292, as 


/compared with corresponding to- 


tals at the end of June, 1946 of $5,- 


bank held cash on hand and due | 296,977, respectively. As of Sept. | 035,852,518 and $5,380,814,417 re- 
from banks of $44,829,041 com- 30, 1945, the bank’s total deposits spectively. In the case of the Na- 








tional City the Sept. 30 figures of 
deposit are $4,723,043,624, while 
those of the trust company are 
$130,699;454, compared with June 
30 figures of $4,872,600,625 for the 
bank and $163,251,893 for the trust 
company. The resources of the 
bank on Sept. 30 were $5,035,050,- 
273, while those of the trust com- 
pany were $163,504,019, these 
figures comparing with those for 
June 30, of $5,184,476,441, for the 





The total capital funds of the 
bank and trust company together 
are $2835,565,744 as of Sept. 30, 
1946, or $46.22 per share on the 6,- 
200,000 shares outstanding com- 
pared with $276,515,874 or $44.60 
per share as of Dec. 31, 1945. The 
earnings of the National City 
Bank of New York and the City 
Bank Farmers Trust Company 


combined for the first nine months 


bank and $196,337,976 for the |0f 1946 and for the same period in 
trust. 1945 are as follows: 
—9J Months—1946—— —9 Months—1945—— 
Amount Per Share Amount Per Shate 
Net current operating earnings___~-_-~- $13,966,844 $2.25 $12,941,351 $2.09 
Net profits from sales of securities.___. 3,863,206 0.62 4,528,769 0.73 
$17,830,050 $2.87 $17,470,120 $2.82 


These earnings in both cases do®— 


not include recoveries which were 
transferred to reserves. 





The statement of condition of 
the Bankers Trust Company of 
New York as of Sept. 30, 1946, 
shows total capital funds of $145,- 
713,490 as compared with $145,- 
144,039 as of June 30. Total re- 
sources amounted to $1,605,472,- 
229 on. Sept. 30, while three 
months ago they were $1,758,506,- 
190; and total deposits at the end 
of. the latest quarter stood at $1,- 
433,590,193 against $1,586,045,425 
June 30. Holdings of U. S. Gov- 
ernment securities are shown to 
be $721,518,589 on Sept. 30 while 
they. stood at $787,279,766 three 
months previously. Loans and 


and $23,843,947 on Sept. 29. a year bills. purchased declined from 


$511,797,641 in the last quarter to 
$499,778,925 at the present time. 





As of Sept. 30, 1946, total re- 
sources of the United States Trust 
Company of New York were 
$169,478,908 against $183,065,078 
on June 30; deposits of $131,538,- 
993 were reported in the latest 


statement, compared with $149,- | headquarters 








Edward Everett Watts, Chair- 
man of the Board of Trustees of 
the Broadway Savings Bank, New 
York died on Sept 9, at the age of 
78. At a meeting on Sept. 11 of 
the Board of the bank, of which 
Thomas R. Cox is President, a 
resolution was adopted recording 
the loss to the institufion suf- 
fered in the death of Mr. Watts, 
the resolution in part stating: “Mr. 
Watts: became a trustee of the 
bank on Sept. 8, 1915, was elected 
its President on April 10, 1935, 
and retired as President and was 
elected Chairman of its Board of 
Trustees on Oct, 10, 1945. He was 
ever zealous in matters connected 
with the Bank and his long-con- 
tinued banking experience made 
his counsel especially valuable.” © 

Mr. Watts, who was bern in 
Mulberry Grove, Bond County, Il. 
was a member of the Advisory 
Board of the Chase National Bank 
of New York at the time of his 
death, said the New York “Sun” 
of Sept 10, from which we take 
the following: 


In 1906 he was appointed a 
National Bank examiner, with 
in this city, and 


888,728 in June; U. S. Government served for five years until ne was 


holdings are - now 
against $100,121,173, and loans and 
bills purchased amounted Sept. 30 
to $23,514,181 compared with $28,- 
753,355 three months ago. Capital 
and surplus are unchanged at a to- 
tal of $28,000,000 while undivided 
profits rose at the end of Septem- 
ber to $2,785,777 from $2,744,885 
on June 30. 





In advices on Sept 12 to the 
staff of the Bank of the Man- 
hattan Company of New York, 
advising them regarding an in- 
crease in salaries, F. Abbot Good- 
hue, President of the bank said 
that “a year ago the Board of 
Directors authorized an increase 
from 12% to 15%, retroactive to 
Jan. 1, 1945, in the rate of sup- 
plemental compensation — which 
had been paid for several years 
in different amounts -as the cest 
of living rose. It also directed 
that after Oct. 1, 1945, the sup- 
plemental compensation be added 
to the base salary of each mem- 
ber of the staff.” 


Mr. Goodhue went on to say 
that “during the year and es- 
pecially since the expiration of 
the Price Control Law. on June 
30th last, the cost of living has 
risen further; consequently he 
says the officers, after studying 
the situation reeommended to the 
Directors. that an increase of 10% 
in the salaries of all members of 
the staff, other than officers, be 
authorized, retroactive to July 1, 
1946; the recommendation was ap- 
proved: by the directors, and the 


inerease has accordingiy become } 


effective. 





Zay Blanchard Curtis, a former 
Vice President of the Guaranty 
Trust Company, New York, died 
on Sept. 1 at his home in Ber- 
nardsville, N. J., at the age of 69 
years. He joined the Guaranty 


Trust in 1923, and retired two 
years ago, said advices from the 
Associated Press, which also stated 
that he entered the banking busi- 
ness in Little Rock, Ark., where 
he remained until joining the 


Guaranty Trust. 





$96,526,051 named Assistant Examiner for the 


New York Clearing House Asso- 
ciation. He was elected Vice- 
President of the Fifth National 
Bank, then at Lexington Avenue 
and 23d street, in 1913 and be- 
came President a few montis 
later. Mr. Watts remained Presi- 
dent until 1925 and then became 
First Vice-President of the Gar- 
field National Bank. When the 
Garfield and the Chase National 
Bank were merged in 1929, he 
was named Vice-President in 
charge of the Garfield branch of 
the Unase, a post wnich ne held 
until 1935. 





Guaranty Trust Company of 
New York announced on Sept. 6 
the appointment. of Leonard A. 
Lewinton as Assistant Manager 6f 


its London Office. Mr. Lewinton, 


who has been associated with the 
bank’s London office since 1920 
and-has been an official there 
since 1937, sailed on Sept. 5 on 
the Queen Mary to return to Lon- 
don after spending several weeks 
at the*New York office. 





John K. McKee, who, as noted 
in our issue of Sept. 5, page 1324, 
took up his new duties on Sept: 1 
as President of the Continental 
Bank & Trust Company of Néw 
York, was formerly a member of 
the Board of Governors of the 
Federal Reserve System. He was 
elected to his new post on Aug. 8. 





E.: Chester Gersten, President 
of The Public National Bank and 
Trust Compafy of New York, has 
announced that the directors have 
appointed Joseph M. Barnes an 
Assistant Cashier. Mr. Barnes’ 
career in banking covers a period 
of 22 years excepting for three 
years’ service in the U. S. Army. 
In his new connection, he will be 
identified with the Credit De- 
partment at Main Office. 





James L. Robertson 3rd was 
elected trustee of the Harlem 
Savings Bank at a recent meet- 
ing of the board of trustees, it 
was announced by Glover Beards- 
ley, President. Mr. Robertson, a 

(Continued on page 1860) 
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New Price Geilings—Some Curbs Lifted 

Conforming with the new price control law, the Office of Price 
Administration continues to lift curbs on commodities and materials 
where these are no longer considered necessary and to raise price 
ceilings “recommended” by the Secretary of Agriculture. On Sept. 
3, advices from Washington to the New York “Times” stated that 
controls were removed from 21 additional construction and industrial 
materials having an annual pro-® 


duction value estimated at $110,- 
600,000, deemed not essential to 
the Veterans Emergency Housing 
Program. The most important 
eommodity decontrolled, the 
“Times” continued, was that of 
refractories (glazed ware). A 
$25,000,000 annual production of 
refractories was freed: This, 
taking into account a $60,000,000 
production from which controls 
previously were lifted, completed 
fhe suspension-of controls on all 
industrial refractories; The 
“Times” added: 

“Other major commodities from 
which controls were removed in- 
eluded the following: Dry, flushed 
and pulp color pigments, cadmi- 
um pigments and ceramic colors 
and decorating compositions with 
an annual value of $31,000,000. 

' “Vitreous enamel frit, which is 
used in the enameling of iron, 
steel and clay products, with a 
production valued at $15,000,000 
a year. 

- “Slags for commercial blast fur- 
maces and for chemical, industrial, 
eonstruction and agricultural uses, 
valued at $12,000,000. 

“Price controls also were sus- 
pended on the following: 


_“Calcimine, cement retarder 
rock, clay chimney -pots and tops, 
vitrified clay closet bowls and 
slop bowls, metallic soaps, elec- 
trical clay conduit, clay filter 
blocks, floor hardeners, gypsum 
retarder, cement stone and paper 
mill stone, limestone, masonry 


waterproofing compounds, pipe 
compounds, putty and caulking 
compounds and clay segment 
blocks.” 


On Aug. 30, according to the 
same advices, price controls were 
suspended from rubber footwear 
because the OPA considers that 
supply now equals demand. Ac- 
tion wastaken the same day to 
lift controls from sterling silver 
flatware on the grounds that 
since most flatware is silver- 
plated, the sterling variety is un- 
important to the cost of living. 
Plated silverware remains under 
control. 

Advices to the “Wall Street 
Journal” from Washington, Sept. 
3, stated that price ceilings on 
low-cost wool fabrics had been 
raised an average of 10% to 
stimulate production of many 
prewar fabrics not now being 
produced, according to OPA, be- 
cause manufacturers have turned 
to those offering greater per unit 
return. The same advices went on 
to say: 

“A fabric now selling under 
$1.50 a yard will go up 15 cents, 
the OPA said. One on which the 
ceiling is $1.51 to $3.50 a yard, 
may be raised 10%, and certain 
fabrics selling at ceiling prices 
above $3.50 may be increased 35 
eents. 
~ “At the same time the OPA said 
that the special provisions of the 
new price law applying to prices 
of wool fabrics generally will not 
price adjustment the 
board. 
~ “Present wool] textile prices al- 
ready meet the requirements of 
the cotton-wool provision of the 
newly reenacted price control 
act,” OPA declared. 


_ “The increases, therefore, only 
apply to certain fabrics manufac- 
tured in June, 1942, and do not 
apply to the more-expensive fab- 
rics.” 

As of Sept. 1 Secretary of Agri- 
culture Anderson, under the 
clause of the new price control 
law which prohibits regulation of 
prices of any farm products not 
certified monthly to be “in short 
supply” by the Secretary of Agri- 
culture, freed from price control 


across 





ever, the Secretary’s list of short 
supply foods still remains long, 
including, according to the “Wall 
Street Journal,” meat, dairy 
products, sugar, fats and oils, dis- 
tilled spirits, beer, most grains 
and cereals, most common edible 
fish, and many canned vegetables 
and fruits, and other minor items. 
Washington advices to the “Wall 
Street Journal,” Sept. 4, stated 
that the Agriculture Department 
had directed OPA to increase ceil- 
ing prices of dry edible beans 
from $1 to $1.50 a 100 pounds at 
country shipping points; it added: 
“The new maximum prices for 
U. S. No. 1 cleaned and bagged 
beans in carload lots at country 
shipping points will range from 
$11.35 for white kidneys to $7.50 
for bayo beans. The Agriculture 
Department also directed the 
OPA to increase the ceiling price 
of turpentine 25.7%. 


“The Acting Secretary also rec- 
ommended the price of gum tur- 
pentine for producers’ sales in 
bulk be raised from 83.5 cents to 
$1.05 a gallon, with corresponding 
increases at other distribution 
levels. A study of production 
cost figures submitted by the 
turpentine industry showed a 


Wyatt-Mead Urge» 
Housing Legislation 


A proposal-of Senator James M. 
Mead (Dem.-N.Y.) that Congress 
be called into special session to 
enact the long-delayed Wagner- 
Ellender-Taft housing bill won 
support of Wilson W. Wyatt, 
Housing Expediter, on Sept. 4 
when he stated that he would be 
glad to second the Senator’s sug- 
gestion. Mr: Wyatt, advices to the 
New York “Times” from Wash- 
ington stated, told a press confer- 
ence that 607,100 “dwelling units” 
had been begun in the first seven 
months of this year in the Veter- 
ans Emergency Housing campaign 
to start 1,200,000 such units before 
the end of 1946. 

Conceding the fact that many 
difficulties lay ahead, including 
material shortages, Mr. Wyatt ex- 
plained that two major adminis- 
trative actions had been taken to 
spur the campaign. The “Times” 
added: 

“One of these was the establish- 
ment of a priority regulation or- 
dering that for 30 days nine types 
of surplus government building 
equipment be made _ available 
principally ‘to persons or agen- 
cies making a substantial contri- 
bution to the Veterans Emergency 
Housing Program.’ 

“The second administrative step 
involved a ruling by the Commis- 
sioner of Internal Revenue, upon 
the recommendation of Mr. Wyatt, 
which would allow tax conces- 





15% 
said.” 


Secy. Krug Speaker al 
Natl. Park Dedication 


Secretary of the Interior J. A. 
Krug delivered the principal ad- 
dress at the dedication of Mam- 
moth Cave National Park at Mam- 
moth Cave, Ky., on Sept. 18, ac- 
cording to a Department of the 
Interior announcement. 


Governor Simeon Willis of 
Kentucky made _ the _ presen- 
tation of the park to the Nation. 
United States Senator Alben 
Barkley, of Kentucky, gave a 
brief address and_ introduced 
Secretary Krug. Former U. S. 
Rep. Maurice H. Thatcher, who 
was the author of the Mammoth 
Cave National Park bill, dis- 
cussed the early history of the 
movement which culminated in 
the establishment of the park. On 
the program also for brief re- 
marks were U.S. Reps. Earle C. 
Clements and Frank L. Chelf, of 
Kentucky, and Eugene Stuart, of 
Louisville. Mr. Stuart, who is 
President of the Mammoth Cave 
National Park Association, was 
long a prime force in the Mam- 
moth Cave movement. Arthur E. 
Demaray, Associate Director of 
the National Park Service, pre- 
sided. 


The dedication of the new na- 
tional park marked a climax in 
the long history of Mammoth 
Cave which has been an interna- 
tionally-known American tourist 
attraction for more than 125 
years. Known and used by pre- 
historic Indians, Mammoth Cave 
was discovered by pioneers late 
in the eighteenth century. Dur- 
ing the War of 1812, saltpeter dug 
from. the floors of the cave was 
used in the manufacture of gun- 
powder for the American army 
and navy. Under private owner- 
ship the cave was exhibited to 
generations of travelers. 


Through the efforts of the Mam- 
moth Cave National Park Associ- 
ation, which was formed in 1924, 
the Kentucky National Park Com- 
mission and the State of Ken- 
tucky, Federal Jegislation estab- 
lishing the national park was se- 
cured, and funds were raised for 
the purchase of the cave and ad- 
joining lands. When land re- 
quirements were finally met in 


since 1945, the Department 








all fresh fruits and vegetables ex- 
cept oranges and bananas. How- 


1941, the Mammoth Cave National 
Park was formally established. 





rise in production costs of worse t bag? apa houses. 


sions to builders of multi-family 


“This modification, which was 
|'specifically designed to serve as 
an incentive for the early con- 
| struction of big rental properties, 
{means that builders will be per- 
{mitted to depreciate their prop- 
erty for income tax purposes at 
'a faster rate in the early years of 
its life. At present, owners of 
rental housing are required to 
charge off depreciation on an 
equal annual installment basis.” 

Mr. Wyatt, asserting that the 
“stratégy” of the opposition to the 
Wagner-Ellender-Taft bill was 
based on an “exaggeration” of its 
public housing features, said that 
actually “90 per cent” of the meas- 
ure was in encouragement and 
support of private building. 


Nat’l Letter Writing Week 

Postmaster Albert Goldman an- 
nounced on Sept. 15 that National 
Letter Writing Week, which was 
an annual event prior to the war, 
is to be observed this year from 
Oct. 13 to 19, and in connection 
therewith enlarged paintings of 
famous letters and their authors 
will be displayed in the lobby of 
the General Post Office, 33rd 
Street and 8th Avenue. The suc- 
cess obtained during the desig- 
nated weeks prior to the war 
prompted the Postmaster General 
in his decision to re-establish the 
event, calling attention to the fact 
that nothing does more to promote 
good relations than knowledge and 
nothing does more to _ spread 
knowledge than communications. 





fer 


air mail services. 


Connolly Leaves SEC 





and Exchange Commission, 





ladeiphia. 





Postmaster Goldman stated that 
every effort is being exerted in 
an attempt to acquaint the patrons 
with the desirability of participat- 
ing in National Letter Writing 
Week which has so much to of- 
in the way of sentiment, 
friendship, and the maintaining of 
closer bonds between relatives and 
friends, calling particular atten- 
tion to the special delivery and 


It was announced on Sept. 29 
that Joseph G. Connolly, special 
counsel in charge of the interpre- 
tative section of the corporate fi- 
nance division of the Securities 
had 
resigned to rteurn to private law 
practice, according to advices to 
the New York ““Times” from Phi- 


partment on Aug. 29, according to 


“Times”’: 

Summarizing the accomplish- 
ment of general headquarters of 
the Supreme Commander for the 
Allied Powers since Gen. Douglas 
MacArthur landed on Japanese 
soil one year ago today, a SCAP 
(Supreme Command Allied Pow- 
ers) spokesman made the follow- 
ing statement: 

First and above all else, the 
gigantic military machine of the 
Japanese Empire has been com- 
pletely destroyed. Its fighting 
power had been temporarily nul- 
lified by the war, but a tre- 
mendous miltary organization, 
manned by millions, still re- 
mained at the time of the surren- 
der. Its liquidation required the 
disarming, demobilization and dis- 
position of approximately 4,000,- 
000 organized and armed men in 
the home islands and 2,500,000 
abroad. In addition, it was nec- 
essary to retrieve from. overseas 
approximately 2,000,000 civilians 
and to repatriate to their home- 
lands from Japan 1,000,000 Allied 
nationals. 

Within the early weeks of the 
eccupation, Japanese soldiers in 
the home islands were disbanded 
and returned to peaceful pursuits. 
Today, after a single year, the 
remnants of the overseas forces, 
scattered over thousands of miles, 
are streaming home and the work 
of repatriation is drawing to a 
close. Nine million have been 
processed in this time. For mag- 
nitude, thoroughness, speed and 
precision, this has constituted a 
demobilization and _ repatriation 
which has no precedent in history. 


To insure further the destruc- 
tion of Japan’s war-making pow- 
er, thousands of military and civil 
aircraft and millions of weapons 
of various calibers, with vast 
quantities of ammunition, have 
been seized and disposed of; 
remnants of the Japanese Navy 
have been taken over and are 
being destroyed or held for Allied 
division; and every element of 
Japanese industry utilized for or 
capable of adjustment to the 
making of implements of war has 
been either destroyed or brought 
under our complete control. Thus, 
from a material standpoint also, 


Japan’s war-making power and 
potential is ended. 
Rapid and effective strides 


have been made in reshaping the 
Japanese Government to con- 
form to the principles inherent 
in a democratic state so that the 
people might readjust their lives 
to compose a truly democratic 
society. A new Constitution has 
been evolved after many months 
of widespread public interest and 
unrestricted debate which, sub- 


cratic legislative action 
adoption or amendment. 


freedom. 
are no _ longer 
longer enslaved. 


or other public authority; 


servation or violence; 





with his fellow workers, to de- 


MacArihur Reports on 


On the first anniversary of his landing with American troops in 
Japan for occupation of the defeated enemy’s country, Gen. Douglas 
MacArthur’s headquarters at Tokyo reported on the record of this 
year of occupation with its achievement, and the following is the 
text of the commemorative statement as released by the War De- 


mitted to the people by the Em- 
peror and Government of Japan, 
is now in the process of demo- 
toward 


sovereignty squarely in the hands 
of the people upon whom it be- 
stows the full measure of human 
The masses of Japan 
regimented—no 


The Japanese citizen no longer 
cringes in the presence of — 
is 
home has become his castle, free 
from unwarranted intrusion, ob- 
he regis- 
ters his opinion on public issues, 
uncontrolled except by his own 
conscience; he enjoys the right 
of assembly and petition; he wor- 
ships as he chooses, in accord- 
ance with his individual religious 
faith: he enjoys the untrammeled 
right, individually or collectively 


Japan Occupation | 


Associated Press Washington ad- 


vices published in the New York @— 





mand correction of unjust labor 
practices and conditions; and 
Japanese children, 18,000,000 ‘of 
whom are presently enrolled, én- 
joy the right to liberal and free 
education in 40,000 public schools, 
now open and dedicated to the 
study of the arts and sciences 
and the historical truth and the 
development of enlightened 
thought. bre 

Electoral discrimination has 
been removed, and the electoral 
base expanded by reducing e 
age limit from 25 years to 19 and 
enfranchising the women of Japan. 
The general election held on April 
10, 1946, was a vivid demonstra- 
tion of demecracy on the marth. 
A far greater number of those 
eligible to vote participated “in 
this election than in any er 
election in Japanese history.”"The 
women of Japan took their néWly 
gained franchise as a serious 6bli- 
gation, sharply broke fron’ ir 
traditional retirement withth the 
family circle, and elected thirty— 
nine women members ‘of’ ‘the 
House of Representatives,”“an 
accomplishment without'” ‘preéc> 
edent in political history: ” 


Reform has been instituted’’in 
every element of the government- 
al structure and in every phasé of 
government administrative proce- 
dure; to root out existing ‘evils 
of entrenched bureaucracy which 
inevitably lead to totalitarian con- 
trols. Those who in ‘the ‘past 
preached the doctrine of militar- 
ism, expansionism and inténse 
nationalism, and shaped the pol- 
icies responsible for Japan's’ col- 
lapse, have been purged and 
barred from governmental ‘service 
to afford the people.a new leader— 
ship. ; 

To dislodge the economic hold 
which certain vested interests 
have long had over Japanese 
economy, the corporate and per- 
sonal resources of the fourteen 
major families, including the four 
big Zaibatsu groups with approx- 
imately 1,200 firms linked in’ this 
system, are being liquidated. All 
principal officers and influential 
members of this industrial empire 
are being ousted. Thus the ‘ecod- 
nomic stranglehold upon the peo- 
ple in restriction of free ‘enter- 
prise, made possible by close’al- 
liance between governmént'ahd ~ 
concentrated wealth, is being‘in- 
exorably broken. VOTE 
Striking at the roots of ‘feudal- 
ism, an agrarian reform program, 
now under way, will enable abl ut 
2,000,000 tenant farmers of Japan 
to purchase the lands they ‘now 
work, Shaped to break» dow?n''the 
large land holdings into two, and 
one-half to ten-acre parcels; With 
their disposal provides for under 
conditions which will permit their 
ready acquisition, this progfam 
will correct one of the notorious 
evils which has long plagued in- 
dividual economy and held in 


Designed effectively to curb|serfdom the underprivileged agri- 
abuse of power by individual, cultural workers of Japan. 
class or government, it places The task is by no means com- 


plete, but a decisive advance to- 
ward the achievement of our Ma- 
jor objectives has been made. -' 


Turkey Devalues Pound 

Under date of Sept. 9, United 
Press advices from Istanbul; pub- 
lished in the New York “World- 
Telegram,” said: 

“The Turkish Government has 
devalued by more than 50% the 
value of its pound in relation to 
the United States dollar. 

“The step was taken, it was €x- 
plained here, in accordance with 
the Bretton Woods Agreement. 

“Under the new rate, the Turk- 
ish pound would be worth around 
85 cents compared with a previous 
quotation of 77% cents.” 
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U. S. Foreign 


(Continued from page 1846) 
pelitical parties in the making of 
peace. 

It was with the approval of 
President Truman that 1 invited 
Senator Vandenberg as well as 
Senator Connally to assist me in 
the drafting of the peace treaties. 

And President Truman reen- 
forced this bi-partisan policy by 
appointing Senator Austin our 
representative on the Security 
Council of the United Nations. 


Foreign Policy Remains Firm 


The President has recently made 
known to the world in the most 
eonvincing manner possible that 
the foreign policy which was 
started by President Roosevelt and 
which has been consistently fol- 
lowed by President Truman,. will 
eontinue to be the policy of the 
American Government. 

Because that policy is supported 
by Republicans as well as Demo- 
erats, it gives assurance to the 
world that it is our American pol- 
icy and will be adhered to regard- 
less of which political party is in 
power. 

Because today we have such a 
pale I was able to say recently, 

the approval of the Presi- 
gent,” and I am happy to be able 
do reaffirm here in France, that 
so long as there is an occupation 
army in Germany the armed 
forces of the United States will be 
in ‘the Army of Occupation. 

I would not want you to believe 
that our course in this regard is 
entirely ‘unselfish. It is true that 
the United States wants no terri- 
tory a seeks no discriminatory 
favors/—*The United States is in- 
hag dn, one thing, above all 

‘a just and lasting peace. 
me tea of the United States 
did. their best to stay out of iwo 
European.wars on the theory that 
they.-should mind their own busi- 
mness.and, that they had no business 
in Europe. It did not work. 


The people of the United States 
have discovered that when a Eu- 
nopean war starts, our own peace 
and ety inevitably become 
imvolved before the finish. They 
have coii¢cluded that if they must 
help finish every European war, 
it would be better for them to do 
their part to prevent the starting 

ef .a European war. 


Disarmament of Germany 


Twice in our generation doubt 
as ‘to American foreign policy has 
led other nations to miscalculate 
the consequences of their actions. 
Twice in our generation that 
doubt as to American foreign pol- 
iey has not brought peace, but 
war. 

That must not happen again. 

France, which has been invaded 
three times in the last 75 years by 
Germany, naturally does not want 
tojbe in doubt as to American for- 
eign policy towards Germany. 

To dispel any doubt on that 
seore the United States has pro- 
posed that the Soviet Union, the 
United Kingdom, France and the 
United States shall enter into a 
solemn treaty not only to disarm 
and demilitarize Germany but to 
keep Germany disarmed and de- 
militarized for 40 years. And the 
treaty can be extended if the in- 
fdevests of international peace and 
security require. 

On June 5, 1945, Generals Eis- 
enhower, Zhukov, Montgomery 
and De Tassigny entered into an 
agreement providing in detail for 
the disarmament and demilitari- 
zation of Germany. 

The treaty I proposed on behalf 
ef the United States contains all 
the provisions of that agreement. 
it provides that all German armed 
forces, all para-military forces, 
and all the auxiliary organizations 
shall- be kept demobilized. It pro- 
vides further that the German 
General Staff and the staffs of 
any -para-military organizations 


shall be prohibited and no Ger- 
man military or para-military or- 
ganizatiors in any form or dis- 
guise shall be permitted in Ger- 


Policy No Threat to Russia 


many. It provides for the com- 
plete and continued demilitariza- 
tion of her war plants and for a 
continuing system of quadripar- 
tite inspection and control to 
make certain that Germany does 
not rearm or rebuild her arma- 
ment plants or reconvert her ci- 
vilian industries for war. 

So long as such a treaty is in 
force the Ruhr could never be- 
come the arsenal of Germany or 
the arsenal of Europe. That is a 
primary objective of the proposed 
treaty. 

The United States is firmly op- 
posed to the revival of Germany’s 
military power. It is firmly op- 
posed to a struggle for the contro] 
of Germany which would again 
give Germany the power to di- 
vide and conquer. It does not 
want to see Germany become a 
pawn or a partner in a struggle 
for power between the East and 
the West. 

The United States does not op- 
pose but strongly urges the set- 
ting up of effective inspection and 
control machinery to see that Ger- 
many does not rearm, does not 
rebuild her armament industries 
or convert her civilian industries 
for war. 


We propose that the Allied oc- 
cupation of Germany should not 
terminate until a German Gov- 
ernment does accept the required 
disarmament and demilitarization 
clauses. Even then the proposed 
treaty envisages the need for lim- 
ited but adequate Allied armed 
forces, not for occupation pur- 
poses, but to ensure compliance 
with the treaty. 


To Prevent War Industries in 
Germany 


To keep watch over war poten- 
tial in this industrial age engi- 
neers are more important than in- 
fantry. Engineers can detect at an 
early stage any effort upon the 
part of a manufacturer of motor 
cars to convert his machinery to 
manufacture of tanks or other 
weapons of war, Engineers can 
probe the mysteries of a chemical 
plant; infantry soldiers cannot. 

If violations are discovered they 
must be immediately reported to 
the Commission of Control. If the 
Commission of Control finds that 
the violations are not immediately 
corrected by orders of the engi- 
neer inspectors, the Commission 
should at once demand that the 
German Government close the 
vlants and punish the violators of 
the treaty. 

If the government does not 
comply, the Allied representatives 
in 24 hours should order the nec- 
essary forces to enforce compli- 
ince. 

If the Allied representatives 
Jeem it necessary they should be 
in a position to call for bombers 
from France, Britain, the United 
States or the Soviet Union. These 
olanes could fly to Germany to 
enforce .immediate compliance. 

After the last war, the great 
French war leader, Clemenceau, 
roped to secure a guaranty that 
the Allies would come to the aid 
France if Germany violated her 
‘rentiers. But President Wilson 
failed in his effort to get the 
American people to join in such a 
guaranty. 

This time the American people 
oropose not to wait until France 
‘s again invaded. They offer now 

o join with France, Britain and 
he Soviet Union to see to it that 
sermany does not and cannot in- 
vade France. 


Soviet’s Cooperation Essential 


Mr. Bidault on behalf of France, 
and Mr. Bevin, on behalf of Brit- 
ain, have accepted in principle 
the treaty we have proposed. I 
hope very much that the Soviet 
Union, which thus far has re- 
garded the treaty as unacceptable, 
will on further examination anc 
study find it possible to join with 
us to prevent Germany again from 





. 


becoming a menace to the peace 
of Europe. 








The miliatry representatives of 
the Soviet Union, the United 
Kingdom, France and the United 
States easily reached an agree- 
ment providing for the disarming 
of the German people and the de- 
militarization of German plants, 
to continue until the peace settle- 
ment. The United States proposes 
to continue this disarming and de- 
militarization for 40 years after 
the peace settlement. 

If the Allied nations will enter 
into the treaty which the United 
States proposes to keep Germany 
disarmed and demilitarized for at 
least a generation, the people of 
France and the people of Europe 
need not fear the efforts of the 
German people to rebuild their 
devastated country and rebuild a 
peaceful Germany. 

We do want to give encourage- 
ment to the peaceful, democratic 
forces of Germany. We cannot do 
this unless we do give them a 
chance to govern themselves dem- 
ocratically, 

For our own security as well as 
for the welfare of the German 
people we do not want, to see an 
over-centralized government in 
Germany which can dominate the 
German people instead of being 
responsibie to their democratic 
will. 

In the American zone, we have 
placed great emphasis upon the 
development of a sense of local 
responsibility and have taken the 
lead in creating laender or states 
so that the people will look to the 
states and not to a central govern- 
ment on all matters that do not 
basically require national action. 

We want to see the federal gov- 
ernment of Germany created by 
the states and not the states cre- 
ated by the central government. 
If we so proceed we do not think 
we will find that the responsible 
representatives of the states will 
want to give excessive powers to 
the federal government. 

We want a peaceful, democratic 
and disarmed Germany which will 
respect the human rights and fun- 
damental freedoms of all her in- 
habitants and which will not 
threaten the security of her neigh- 
bors. 

We want such a Germany not 
because we want to appease Ger- 
many, but because we believe that 
such a Germany is necessary to 
the peace and security of France, 
our oldest ally, and is necessary to 
the peace and security of a free 
and prosperous Europe. 


After every great war which 
has been won by the combined 
efforts of many nations, there has 
been conflict among the Allies in 
the making of peace. It would be 
folly to deny the seriousness of 
the conflict in viewpoints among 
the Allies after this war. 


To ignore that conflict or min- 
imize its seriousness will not re- 
solve the conflict or help us along 
the road to peace. To exaggerate 
that conflict and its seriousness, 
on the other hand, only makes 
more difficult the resolution of 
the conflict. 


No Immediate War Danger 


I concur most heartily in the 
view recently expressed by Gen- 
eralissimo Stalin that there is no 
immediate danger of war. I hope 
that his statement will put an end 
to the unwarranted charges that 
any nation or group of nations is 
seeking to encircle the Soviet Un- 
ion, or that the responsible lead- 
ers of the Soviet Union so believe. 

I do not believe that any re- 
sponsible official of any govern- 
ment wants war. The world has 
had enough of war. The difficulty 
is that while no nation wants war, 
nations may pursue policies or 
courses of action which lead to 
war. Nations may seek political 
and economic advantages which 
they cannot obtain without war. 

That is why if we wish to avoid 
war, we must decry not only war 
but the things which lead to war. 

Just because war is not now imi- 
minent, we must take the greatest 





care not to plant the seeds of a 
future war. We must seek less to 
defend our actions in the eyes of 
those who already agree with us, 
and more to defend our actions in 
the eyes of those who do not agree 
with us, But our defense must be 
the defense of justice and free- 
dom, the defense of the political 
and economic rights not of a few 
privileged men or nations but all 
men and all nations. 

It is particularly appropriate 
that here in the birthplace of 
the doctrine of the rights of man 
I should reaffirm the convic- 
tion of the Government and the 
people of the United States that 
it is the right of every people to 
organize their own destiny 
through the freest possible ex- 
pression of their collective will. 
The people of the United States" 





believe in freedom for all men 
and all nations, freedom of speech, 
freedom of worship, freedom of 
assembly, freedom to progress. 
The people of the United States 
have no desire to impose their 
will upon any other people or to 
obstruct their efforts to improve 
their social, economic or political 
conditions. In our view human 
freedom and human progress are 
inseparable. 

We want to give the common 
men and women of this world 
who have borne the burdens and 
sufferings of war a chance to en—- 
joy the blessings of peace and 
freedom. We want the common 
men and women of this world to 
share in the rising standards of 
life which science makes possible 
in a free, peaceful and friendly 

world. 


New Aspects of Bank Supervision 


(Continued from first page) 


Yes, the outlook and opportu- 
nity for business ‘in general and 
for banking in particular is bright 
indeed. But what of the future of 
the bank supervisor? What lies 
beyond the thresholds of tomorrow 
for the men who are responsible 
for the smooth functioning of our 
banking system and for the safety 
of the bank deposits of the mil- 
lions of people in this country? 

During the war the bank su- 
pervisors did a splendid job under 
extremely severe handicaps. Most 
pressing of their difficulties has 
been the shortage of manpower. 
With skeleton staffs the super- 
visors have kept well abreast of 
the task of bank examination, as 
witness the fact that thanks to 
you gentlemen we are now well 
into our third year without loss to 
any depositor of an insured bank. 


Training Bank Examiners 
The manpower shortage has 


eased since the end of the war,|! 


though there seems still to be a 
shortage of men with the experi- 
ence and education required to 
make good bank examiners. 
You probably read recently of 
the effects of Federal Deposit 
Insurance Corporation to recruit 
and to train young men who can 
qualify as potential bank exam- 
iners. I should like to say a few 
words about this program in its 
relation to State bank supervisors. 

You all are familiar, I believe, 
with the manner in which FDIC 
recruits its junior examining per- 
sonnel. We work with the Civil 
Service Commission. Applicants 
must pass a written examination, 
and those candidates thus shown 
to be most promising must subse- 
quently pass an oral examination 
conducted by representatives of 
the Corporation, who have been 
practical bankers as well as ex- 
aminers. 

On Aug. 9 the Corporation an- 
nounced the appointment of Rus- 
sell E. Shearer as Assistant Chief, 
Division of Examination, with 
primary responsibility for the ed- 
ucational and training program of 
the Corporation’s examining force. 


The educational and training 
program of the Corporation will 
make available to all members of 
the examining force all corre- 
spondence courses of the Ameri- 
can Institute of Banking. In addi- 
tion, the program will include 
orientation courses for newly ap- 
pointed assistant examiners and 
courses of specialized resident 
study at our leading universities 
in Money and Banking, Economics, 
Credit Analysis, Bank Accounting, 
Auditing and Operation, and re- 
lated subjects. 

All fees and tuition costs will 
be paid by the Corporation. 


Now the thing that I would 
like to impress upon you super- 
visors is that in its program of 
recruitment and training, the 
Corporation has no intention of 
proselyting and further depleting 
your staffs, Not only do we want 
te avoid any appearance of rob- 
bing your staffs, but we hope that, 











in the event you see upon the 
FDIC staff a man you feel could 
be more valuable to you than he 
is in his present position, you will 
feel free to ask us for his release. 
We are interested primarily in 
the health and operating efficiency 
of the entire supervisory system. 
We think our men are able, or 
we wouldn’t have hired them. 
But it is not always possible for 
us to promote a man as rapidly 
as his qualifications deserve, and 
we should be happy to have him 
advance, especially if his super-— 
visory ability can be put to bet- 
ter use in the field of state super- 
vision than with the Federal De- 
posit Insurance Corporation. 


Supervisor Personnel 


As for the supervisors them- 
selves, I must say regretfully that 
their outlook today is no brighter 
than it was ten years ago. Inse- 
curity of tenure and inadequate 
pay schedules still are with us. 
Manifestly this has caused and is 
causing a tremendous turnover in 
the personnel of this organization. 
For example, of the forty-nine 
members of this association when 
I first joined your ranks, a few 
brief years ago only Gurney 
Hood, John Hospelhorn and Clyde 
Davis remain today. I know of no 
State in which the salary of the 
bank supervisor has been in- 
creased during those years, except 
for periodic pay raises which the 
supervisor so justly deserves. 


New Supervisory Legislation 


What lies over the threshold 
for the State bank supervisors de- 
pends largely upon you gentle- 
men gathered here today. There 
is a legislative year just ahead 
and I recommend that the bank 
supervisors everywhere immedi- 
ately begin to develop legislative 
programs which will lessen the 
handicaps with which they are 
now confronted. 


As the first step, I suggest the 
formation of a special legislative 
committee of this association to 
study the problems confronting 
its members and to develop sug- 
gested legislation which can be 
adapted to the needs of individual 
States. I know from experience 
that bankers realize the value of 
capable supervision and appreciate 
the difficulties under which super- 
visors work in most States. I am 
convinced that nearly every State 
bankers association would be will- 
ing and eager to lend its support 
to a soundly conceived legislative 
program. I assure you, further- 
more, that FDIC will be happy to 
promote your cause through the 
State Legislation Committee of 
the American “Bankers Associa- 
tion. 


Among the basic provisions of 
this suggested legislation, I would 
include requirements for over— 
lapping tenure of office and 
means for insuring that super- 
visors receive salaries commensur- 
ate with the responsibilities in- 
volved im bank supervision. r 

The mortality rate among su- 
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pervisors that I mentioned earlier 
is the best indication of the need 
for providing over-lapping tenure. 
Under present conditions in most 
States, no sooner does a man 
jearn his job and get to know his 
banks than he is eliminated by a 
change in political administration. 
Nothing so vital to the national 
welfare as supervision of our 
banking system should be permit- 
ted to be a political football. This 
has been recognized in Federal 
banking legislation, which has 
made the terms of members of 
the Board of Governors of the 
Federal Reserve System fourteen 
years and those of members of 
the board of Federal Deposit In- 
surance Corporation six years. 
Provision should be made in every 
State to assure continuity of ser- 
vice for supervisors, in the ab- 
sence of malfeasance or misfea- 
sance, for periods long enough to 
Zive them an incentive to master 
their jobs and.enable the bankers 
to realize that they no longer 
have to become accustomed to 
one set of supervisory standards 
just in time to have those 
amended by a new supervisory 
authority. 

On the question of salaries, I 
would like to suggest as a mini- 
mum goal that the incomes of 
State bank supervisors be made 
at least as high as those of brick- 
layers, carpenters and painters, 
realizing, of course, that the ser- 
vant is worthy of his hire. 

In many of our States today, 
this condition does not prevail. 
The craftsman works hard during 
the day, but when the whistle 
blows, his day is done and he can 
zo home without a worry on his 
mind. On the other hand, the 
supervisor's day is never done. 
He must work and study and ana- 
lyze at night. In many cases he 
must assume responsibility for the 
solvency not only of banks, but 
of building and loan associations, 
finance companies, stock brokers, 
credit unions, investment com- 
panies and so on down the line. 
Yet he frequently receives little 
more financial reward for his 
training, experience, responsibili- 
ties and unlimited hours of toil 
than the ordinary laborer does for 
his good workmanship. 


Bank Supervisors Underpaid 


Mark you well, I do not sug- 
gest that the craftsman or the 
laborer is overpaid. He is entitled 
to a fair return for his skill and 
a job well done. My point is that 
the supervisor is shamefully 
underpaid for the responsibility 
he must assume and for the effort 
he must put forth. The brick- 
layer, the carpenter, the painter, 
and the laborer, if they knew of 
this condition and if they realized 
that the safety of their own funds 
was actually involved, would in- 
sist that salaries be paid to bank 
supervisors that would attract the 
highest caliber of man to that 
position. Because of present con- 
ditions, only a man of independent 
means or one who is willing to 
make a real sacrifice to the people 
of his state can afford to take the 
job. I can count on the fingers 
of one hand the number of good 
country bankers I know. who 
would or could make the sacri- 
fices necessary to accept appoint- 
ment as a supervisor. That is not 
the way it should be nor is it the 
way we want it. Hence the neces- 
sity for salary provisions in the 
legislation you propose and the 
bankers associations support. 

One other provision I should 
like to see included in whatever 
legislation you introduce is one 
authorizing the State supervisor 
to utilize the liquidating facilities 
of FDIC in cases where an insured 
bank in his jurisdiction is placed 
in liquidation. It is not our inten- 
tion to force these facilities upon 
any supervisor, but we feel that 


your whole legislative program 
would benefit from inclusion of a 
provision that would permit utili- 
zation of existing and experienced 
liquidating service of the Federal 





Deposit Insurance Corporation in| cautious attitude with respect to| 
case of contingencies. Legislation | 
of this character now exists in| 


chartering new banking institu- 
tions. Our prime mutual interest 


forty-one states thus we of the!|is and must be the health of the 


FDIC are proud of the fact that | 
the loss record of our Division | 
of Liquidation on the million as-| 


whole banking system. Your con- 
tributions to its present healthy 
status are far beyond the call of 


sets it has handled and liquidated |duty and will be long remembered. 
during the past twelve and one-| We solicit your continued fine co- 


half years has been only 11.4%. | 
This is a record which has not| 
any other 
agency in or out of government. | 

Thanks also for your wise and} 


been surpassed by 


operation, always remembering 
“that in the looms of today from 
the materials of yesterday we are 
weaving the pattern of bank sta- 
bility and solvency for tomorrow.” 





A Balance Sheet For 


United 


States, Inc. 


(Continued from first page) 


our attention to what I shall call 
a simplified balance sheet of the 
United States of America, Incor- 
porated. 

I am afraid that in this time of 
change from war to peace, the 
recital of the multitude of our 
present problems—many of them 
transitory, many of them rela- 
tively minor, and some of great 
import—may obscure the tremen- 
dous surplus that we, as a nation, 
enjoy. 

If I were to go about setting up 
a table of assets for this, the 
greatest of all corporations, I think 
I should place among the first on 
the list, the character, the aggres- 
siveness, the capabilities, the rec- 
ord of achievement, of our Amer- 
ican people. We honestly believe 
that these capacities, which 
brought us to victory over power- 
ful enemies, will serve us in the 
attainment of a peacetime, na- 
tional prosperity. 

Thus, I think I should list the 
vast industrial and business estab- 
lishments of our country, the 
physical properties and produc- 
tion potential of such corporations 
as are typified by their represen- 
tatives here tonight. The United 
States. of America, Incorporated, 
certainly is blessed beyond any 
nation in history in the greatness 
of this asset. 


We may add our national re- 
sources, our accumulation of sav- 
ings in corporate securities, in 
bank accounts, in government 
bends. And right here I want to 
express again my appreciation 
and. the thanks of your govern- 
ment, for the part that you men, 
and the industry, business and 
finance that you represent, played 
in the sale of War Bonds. It was 
a tremendous contribution to the 
war effort. I am sure that we 
will have your continued support 
in our present program for the 
peacetime distribution of Savings 
Bonds through payroll savings 
plans and other mediums, and in 
the successful accomplishment of 
our public debt financing of the 
future. 

Certainly, an asset that promises 
profitable operations for United 
States of America, Incorporated, 
is the pentup demand for all kinds 
of goods and services, a real chal- 
lenge to the imagination and en- 
terprise of our national industry. 
There is the fact that our recon- 
version from war to peacetime 
economy is virtually completed. 


And, shall we not add an item 
for good will, for that unique 
position we hold among the na- 
tions of the world, that promises 
us outlets for our products on a 
scale never before attained. 


Asks Support of World Bank 
and Fund 


I come to you directly from 
the first annual meetings of the 
Boards of Governors of the World 
Bank and International Monetary 
Fund, where we have sought to 
lay the groundwork for a sound 
and lasting world commerce. I ask 
your support for these efforts. I 
am confident they will contrib- 
ute greatly to our own prosperity, 
and to that of the nations of the 
world. 

Now, let us look at the other 
side of the ledger. There is our 
great national debt, the problems 





of management it presents, the 
annual cost of servicing this debt. 
There are still with us the symp- 
toms of industrial strife, and of 
dislocations and maldistributions 
that may plague us for some 
months ahead. There is the still 
present menace of inflationary 
forces. 


But I do not think we need put 
on rose colored glasses to evalu- 
ate these liabilities against our 
great national assets, and to find 
that on balance we have a great 


surplus, one so great that we 
can turn to the future with 
optimism. 


May I, in closing, state or rather 
restate briefly certain policies 
which I feel it is very important 
for our people to understand. 


Urges Balanced Budget 


In Chicago, two weeks ago, be- 
fore the American Bankers Asso- 
ciation, I declared that in the 
present economic environment, 
the Federal Government should 
direct its primary effort on the 
fiscal front to achieving a bal- 
anced budget. Better yet, it 
should strive to achieve a sub- 
stantial surplus of taxes over ex- 


penditures to apply to debt reduc- 
tion. 


To revert to the language of the 
Director’s report, it is the fiscal 
policy of your company to en- 
deavor to accomplish this balanc- 
ing of the budget at the earliest 
possible time. And with that goal 
in mind, to urge, along with ut- 
most economy in government, 
that, for our common good, our 
present level of taxes be main- 
tained for some time. In the 
management of our national debt, 
we expect to continue issuing 
securities to meet investors’ needs, 
while keeping an eye on the po- 
tentialities for controlling infla- 
tionary forces. 


President Truman earnestly 
supports this goal of a balancing 
of the budget, and a reduction in 
the debt. I am sure that all of 
you here tonight are strongly in 
sympathy with that objective. As 
stockholders of United States of 
America, Incorporated, you may 
differ with the Directors, at times 
as to some of the methods or the 
details, of our program. I assure 
you that any constructive criti- 
cisms or suggestions that you may 
have will be given serious consid- 
eration at the Treasury. We are 
constantly soliciting the advice 
and opinions of men in the bank- 
ing and business communities. 


What I should like to ask of 
this group tonight, particularly, is 
that you use all the facilities at 
your disposal to inform the public 
of the nature of these problems, 
to help develop a national con- 
sciousness and concern for the 
proper administration of our fis- 
cal affairs, and to develop, through 
public awareness, a willingness to 
meet our responsibilities, even 
when the burden is not easy. 


This meeting is dedicated to the 
principle of a better informed 
body of security holders in our 
business realm. I say that the 
better informed the stockholders 
in our government become, the 
more safely and surely shall we 
chart the pathway of national fi- 
nancial soundness. 


Management-Union Struggle 
To Attain Employee Goodwill 


(Continued from first page) 


aginary management finds itself 
opposing “unreasonable” exten 
sions of its benefit plan. To its 
surprise it finds that the’ union 
thinks of hospitalization insur 
ance, retirement allowances, and 
death benefits as an obligation of 
management rather than the 
mark of a liberal employer. The 
union negotiating committee rep 
resents its membership as re 
sentful of having to rely on man 
agement’s “charity.” It is, there- 
fore, proposing that management 
make it a contractual obligation 
to contribute 3% of its total pay- 
roll to these various benefit funds. 
There shall be no corresponding 
employee contributions but the 
fund shall be administered jointly 
by the company and the union. 
The benefits shall not be weighted 
in favor of the higher paid em- 
ployees, etc., etc. 

And so management finds itself 
opposing extension or modifica 
tion of what it considers its own 
policy of employee benefits. Ac 
cording to union pronounce 
ments, it is “reactionary, dic- 
tatorial and paternalistic.” Yet 
the chances are that a contract 
will eventually be signed which 
will embody an employee benefit 
program that differs only slight- 
ly from one that might have been 
put into operation on manage- 
ment’s own initiative had. there 
been no union to bargain with. 


I will not enter into a discus-— 
sion here of the union gains in 
territory heretofore thought ex- 
clusively the domain of manage-— 
ment. The point I wish to make 
is that managements are being 
forced to share their ancient pre— 
rogatives with unions and in 
many cases not only the financial 
but the emotional aspects of the 
employer -employee relationship 
are involved. According to the new 
rules of the game, management is 
restricted from the role of bene 
factor. Union leaders make many 
claims, but none more strongly 
than that they be the sole and un- 
disputed champion of employees’ 
rights. The union leader holds his 
job only while he is in the polit- 
ical favor of the membership. No 
politician can afford to let his 
constituents think that the op 
position can do as much as he for 
their weifare. 


gaining and _ unionization of 
workers enjoy the support of the 
laws of the land, it is unproduc- 
tive for an employer to cling te 
the traditional methods of secur— 
ing employee loyalty. He is ne 
longer expected to “give,” nor 
will he earn thanks for granting, 
wage increases and other conces- 
sions. He will, on the other hand, 


'be able to incur employee good-— 


will by his willingness to partici- 
pate fairly and in good faith im 
the collective bargaining process. 
And in making his attitude 
known, as in other matters in- 
volving goodwill, the importance 
of good public relations technique 
cannot be overemphasized. 


In time, this struggle for thi 
loyalty of the employees may be-. 
come minimized. When both the 
union and the union-managemenst *° 
relationship develop into maturity, 
there may be a greater measune 
of cocperation. This has been. 
experience in England and, it is 
both a relief and a ,prophegy 
voiced by the more statesman- 
like leaders on both sides of the 
table in this country. Workers, 
the 1950’s may learn to love both 
their union and their com 
But in the wooing stage, the union 
is a jealous mistress. The interim 
period presents a difficuJt and’ 
always comprehensible role fers 
management to play. ; 
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Britain May Have SEC.:.- 
The British Government’ %s 
planning broad changes in’ rules 
governing the sale of secriti¢s, 
according to a Board of Trade 

















spokesman, it was reported from 
London on Sept. 27 by the’ Asse- 
ciated Press. Under the projected 
changes a control commission 
would probably be set up similar 
to this country’s SEC. Legislation 
to institute such scrutiny of/conm- 
pany control and financial: ‘strue- 
ture is said to be in “an advanced 
stage of preparation,’ but... the 
Cabinet was at the time undecided 
as to whether it would be present- 
ed at the session of Parliament 
opening Oct. 8. From the Asse- 
ciated Press we quote: 


“The spokesman said recom- 
mendations of a committee. ap- . 
pointed last autumn shortly, after 
the Labor Government came.,te 





This struggle for the loyalty of | POWer are concerned with; 


the employees, paradoxically 


“Control over the naming 


. > ‘ joe x} > he ic 
works a greater hardship on the | companies where the name is cal- 


liberai employer than on 
more hard-bitten competitor. 


his | culated to mislead the public; dis+ 


As|closure of share ownership ammé 


a human being, he dislikes seeing | nominee holdings; disclosure af 
the affection of his workers be | the transfer of shares; information 


ing alienated to make political; to be a ‘ 
he | publication of accounts; penalties 
lovaltv |for false information; organiza- 


capital. As a_ business 
knows that employee 
earned over the years is worth 
dollars and cents in terms of an 
efficient organization. 
more he tries to 
loyalty, the more bitterly will he 
be fought by the union. 

What plans of action are open 
to an executive caught in this 
dilemma? Clearly one alternative 
is to resist all union advances into 


man, 


be disciosed in prospectuses; 


tion of private companies; remu- 
neration of directors; investiga- 


And _ the| tion of company officers; andi dis- 
maintain this|closure of fuller information ‘by 


holding companies regarding: sub- 
sidiary companies.” 
| are 


New Currency for Japan 
From Tokyo Sept. 16 special ad- 


vices to the New York “Times” 





i ’ ‘ art | . 
management’s domain, to thwart) .ajq- 


union solidarity by granting wage 
and “fringe” benefits in excess of 
those won by unions in competi- 
tive stores, and to redouble ef- 
forts to secure employee loyalties. 


In the face of today’s trends, this | 


is an expensive and losing battle, 
and should be resorted to only 
where the local union is a partic 


ularly difficult one with which to | “The 


do business. 


Probably a more realistic course 
of action is to accept as inevitable 
the alienation of a share of em.- 
ployee affections by the union. It 
is a fundamental concept of the 
labor union movement that the 
employee should not have to rely 
upon his employer’s charity or 
fairness to get a fair. wage and 





other favorable working condi-— 
tions. As long as collectivé bar- 


| “Occupation currency used im 
Japan will change to the dollar at 
| the end of the month, when dol- 
|lars and cents will replace the 
| A-yen, used since July. Notes 
be Ider from 5 cents to $10 will 





be identical with those used by 
| the occupation forces in Europe. 
A-yen originally were 
printed for use in Okinawa and 
were worth a 15th of a dollar. 
They were introduced to check 
immense losses through exchange. 
Soldiers operating in the Japanese 
black market were sending home 
far more dollars than they drew 
in pay. 

“The only sufferers in the im- 
pending change are likely to be 
Japanese who have been hoarding 
A-yen.” 
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From Washington 
Ahead of the News 


(Continued from first page) 


zealous youngsters under them, 
than they could stop from eating. 

Henry Wallace is a case in kind, 
though not of the proven success 
variety. But ever since he be- 
came Secretary of Agriculture, he 
had the knack of surrounding 
himself with young zealots who 
assured him day in and day out 
that he was the new Messiah. It 
was inevitable that Henry should 
come to believe this. 

There was the case of youngish, 
dynamic Milo Perkins, an erst- 
while bag salesman of Houston, 
Texas. After listening to a speech 
by Henry one night, or an attack 
on Henry—we forget which—he 
sent Henry a telegram saying he 
was a young man who at the age 

_of 30 was fortunately in a position 
to retire. Some said he was exag- 
gerating his financial position,’ 

and apparently wanted to get away 
from selling bags. Anyway, he 
said he wanted to enlist under Wal- 
lacé’s banner with or without pay. 

“ Wallace’s banner at that time was 

Secretary of Agriculture, not 

rto looked upon as a banner 
at all.” Wallace bade him come 
to. Washington and in a few 
months, this 30-year-old man was 
Wallace’s chief lieutenant. 

‘His enthusiasm kept Wallace in 
hot water and years later, during 
the ‘war, got him thrown out as 
head’ of the Bureau of Economic 
Warfare. But he left Wallace with 
an-insatiable taste for the head- 
lines. It was the younger men 
around him who got Wallace into 
his recent mess. Now they are 
going around town telling gullible 
journalists that other men in his- 
tory, like Thomas Jefferson, had 
experiences such as Henry’s, but 
being right, they subsequently 
attained the Presidency. Undoubt- 
edly they are telling Henry this. 

Chester Bowles was another 
victim of these younger men’s en- 
thusiasms. They have got him now 
indelibly linked with the Com- 
mie nd the Pinks. They are tell- 
ing Sake that if he perseveres, he 


can become their leader. Rather, 


they were telling him this when 
he was head of the OPA. The Red 
climate is utterly alien to him, 
but there is no telling what a man 
will do when the Presidential bee 
strikes him. 

Chester now seems a little pan- 
icky. His budding political career 
was nipped off by the master 
politicians of Connecticut, in such 
a way, too, that Chester can’t put 
his finger on just where and what 
they did to him. 

By way of keeping in the papers 
until he can get his bearings after 
the Connecticut debacle, he was 
in town recently and sold a gulli- 
ble columnist on the story that 
Truman had sent for him to get 
his aid in the present politico- 
meat muddle. The lack of meat 
is having its political repercus- 
sions. So Truman, we are told, 
sent for Chester to straighten 
things out. ‘The meat shortage 
and Chester are pretty synony- 
mous in the minds of the voters. 
It is a safe guess that the last man 
in the world whom Truman would 
send for to straighten things out 
would be Chester. 

Chester and Truman, the col- 
umnist tells us after talking with 
Chester, departed, when he left 
OPA, as the best of friends. This 
comes as quite a surprise to those 
who know the facts. Truman had 
definitely wanted controls and he 
definitely did not want Chester. 

But we are assured by the col- 
umnist that Chester, after having 
made his pile, has decided that 
politics is definitely his future, 
and we must therefore expect fu- 
ture and better things from him. 
Apparently he has plans now, as 
yet seemingly quite vague, of by- 
passing the little matter of being 
elected from his home state, and 
going to the White House more 
direct. 

A well known writer was tell- 
ing us recently that the way to 
grow old gracefully was to have a 
hobby, like politics. Insofar as 
Chester is concerned, politics is 





the way to age quickly. 





The State of Trade 


(Continued from page 1847) 


week beginning Oct. 7, compared 
with 90,2%. one week ago, 88.5% 
one:.menth ago and 73.5% one 
year ago. This represents an in- 
crease of 0.2 point or 0.2% from 
the previous week. 

This week’s operating rate is 
equivalent,.to 1,593,200 tons of 
steel, ingots and castings and com- 
pares with 1,589,700 tons one week 
ago,,1,549,700 tons one month ago 

and, 1,346,300 tons one year ogo. 
* ‘Electric Production — The Edi- 
‘son¢Efbectric Institute reports that 
‘the’ output of electricity increased 
to 4,517,874,000 kwh. in the week 
ended Sept. 28, 1946, from 4,506,- 
988,000 kwh. in the preceding 
* week. Output for the week ended 
‘Sept 28, 1946, was 11.9% above 
that for the corresponding weekly 
«period one year ago. 
Consolidated Edison Co. of New 


York reports system output of 


*. 191,900,000. kwh. in the week end- 
end Sept. 29, 1946, compared with 
172,200,000 kwh. for the corre- 

. sponding week of 1945, or an in- 
crease of 11.5%. Local distribution 
of electricity amounted to 182,- 
300,000 kwh. compared with 170,- 
800,000 kwh. for the correspond- 
ing week of last year, an increase 
of 6.7%. 


Railroad Freight Loadings—Car 
loadings of revenue freight for 
the week ended Sept. 28, 1946, to- 
taled 916,483 cars, the Association 


of American Railroads announced. 
This was an increase of 17,430 cars 
(or 19%) above the preceding 
week and 83,974 cars, or 10.1% 
above the corresponding week for 


1945. Compared with the similar! 


period of 1944, an increase of 
3,856 cars, or 0.4%, is shown. 


Railroad Earnings in August— 
Class I railroads of the United 
States in August, 1946, had an es- 
timated net income, after interest 
and rentals of $51,000,000 com- 
pared $51,151,731 in August, 1945, 
according to reports filed by the 
carriers with the Association of 
American Railroads. In the first 
eight months of 1946, estimated 
net income, after interest and 
rentals, amounted to $55,400,000 
compared with $443,932,588 in the 
corresponding period of 1945. 

In August, 1946, the railroads 
had a net railway operating in- 
come, before interest and rentals, 
of $81,693,252 as against $87,496,- 
883 in August, 1945. For the first 
eight months of this year a net 
railway operating income, before 
interest and rentals totaled $298,- 
401,456 compared with $735,012,- 
867 in the same period of 1945. 

Certain railroads took into their 
accounts in August, as a credit to 
income, carry-backs from 1944 
and 1945 Federal taxes authorized 
by the Internal Revenue Code. 
Net income for August without 
these credits was approximately 
$44,360,000 instead of the $51,- 
000,000 with them, the Association 
reports. For the eight months end- 
ed Aug. 31, without carry-back 
credits, the railroads suffered a 
deficit in net income of approxi- 


mately $4,900,000, as against a net 
income of $55,400,000 with these 





deductions from Federal tax ac- 
cruals. Net railway operating 





income for August and the eight 
months would have been corre- 





spondingly reduced, had the carry- 
back credits net been made. 

In the twelve months ended 
Aug. 31, 1946, the rate of return 
on property investment averaged 
1.51% compared with a rate of 
return of 3.90% for the twelve 
months ended Aug. 31, 1945. 


Total operating revenues in the 
first eight months of 1946 totaled 
$4,961,571,872 compared with $6,- 
247,876,581 in the same period of 
1945, or a decrease of 206%. Op- 
erating expenses in the first eight 
months of 1946, amounted to $4,- 
183,419,346 compared with $4,- 
290,477.203 in the corresponding 
period of 1945, or a decrease of 
2.5%. 

Fifty-six Class I railroads failed 
to earn interest and rentals in the 
first eight months of 1946, of 
which 25 were in the Eastern 
District, 11 in the Southern Re- 
gion, and 20 in the Western Dis- 
trict. 


Paper and Paperboard Produc- 
tion — Paper production in the 
United States for the week ended 
Sept. 28, was 106.6% of mill ca- 
pacity, against 105.8% in the pre- 
ceding week and 98.1% in the like 
1945 week, according to the Amer- 
ican Paper & Pulp Association. 
Paperboard output for the current 
week was 101% against 100% in 
the preceding week, and 96% 
in the corresponding week a year 
ago. 


Business Failures Hold Steady— 
In the week ending Oct. 3, com- 
mercial and industrial failures re- 
mained at 28, the same as in the 
previous week, reports Dun & 
Bradstreet, Inc. Concerns failing 
were more than two times as 
numerous as in the corresponding 
week of 1945 when only 13.o0c- 
curred. This marked the second 
consecutive week the failures 
have exceeded the number in the 
comparable week of the past two 
years, both 1945 and 1944. 


Large failures involving liabili- 
ties of $5,000 or more accounted 
for all except 6 of this week’s 
total. At 22, concerns failing in 
this size group rose from 18 last 
week and more than doubled the 
10 occurring in the same week 
a year ago. Although small fail- 
ures with losses under $5,000 de- 
clined from 10 in the prior week 
to 6 this week, they were twice as 
numerous as last year when only 
3 were reported. 


Almost half of the failures oc- 
curring during the week were 
concentrated in manufacturing. 12 
concerns failed in this industry 
line, as compared with 7 a week 
ago and 2 in the corresponding 
week of 1945. The only other in- 
dustry or trade group with more 
than 3 failures was commercial 
service where 7 concerns failed. 
As well, manufacturing and com- 
mercial service were the only 
groups to show a marked increase 
in failures from the 1945 level. 
On the other hand, there were 
only a third as many failures 
in retail trade as in the previous 
week: retailers failing also fell 
short of the number reported last 
year, three against five. 

Canadian failures numbered 
three as compared with two in 
the previous week and in the same 
week of 1945. 


Whole Food Price Index Higher 


—The wholesale food price index, 


compiled by Dun & Bradstreet, 
Inc., rose sharply for the fourth 
successive week, bringing the fig- 
ure for Oct. 1 to $5.28. This rep- 
resented a gain of 2.5% over the 
$5.15 recorded a week ago, and 
compared with $4.07 at this time 
Jast year, or an increase of 29.7%. 
Advancing in the week were 
wheat, butter, cheese, raisins and 
currants, with declines recorded 
for corn, oats, potatoes and lambs. 
The index represents the sum 
total of the price per pound of 31 
foods in general use. 


Daily Wholesale Commodity 
Price Index — Reflecting higher 
grain, cotton, and butter prices, 
the daily wholesale commodity 


| price index, compiled by Dun & 


‘Bradstreet, Inc., continued its up- 
ward trend during the past week, 
closing at 229.64 on Oct. 1. This 
was only slightly under the 
postwar peak of 230.81 registered 
on Aug. 23, and compared with 
177.50 at this time a year ago. 


Activity in grain markets broad- 
ened considerably last week. Cash 
wheat developed a strong tone 
with prices up about 5c in the 
week. The rise reflected very 
moderate offerings despite small 
volume of Government purchases 
of cash wheat, a continued short- 
age of box cars to move wheat to 
terminal markets and the possibil- 
ity that action may be taken on 
the removal or lifting of flour 
ceilings. 

After touching new highs early 
in the week, cash corn as well as 
futures turned downward follow- 
ing reports that freezing weather 
in parts of the belt had not caused 
any material damage to the crop. 
Oats were strong most of the 
period but declined in late deal- 
ings in sympathy with corn. Do- 
mestic and export demand for 
flour continued active but trading 
dwindled to small proportions as 
mills withdrew offerings due to 
the advance in wheat prices since 
present flour ceilings went into ef- 
fect Sept. 11. Lard production last 
week held at the low level of the 
previous week. Trading in that 
commodity fell to practically nil 
Gue to inadequate hog marketings 
which last week totalled less than 
a quarter of the volume of the 
same week a year ago. 


Cotton values continued to forge 
ahead last week as spot and future 
prices reached the highest levels 
in more than 26 years. Marked 
strength developed in the latter 
part of the week, reflecting active 
trade and speculative demand, the 
strong statistical position of the 
staple and fears of a reduction in 
the official Oct. 1 crop forecast, 
due to unfavorable weather con- 
ditions in the cotton belt. Sales in 
the ten spot markets totalled 172,- 
500 bales last week, as compared 
with 129,800 in the previous week 
and with 142,200 in the same week 
a year ago. Registrations of cot- 
ton under the export sales pro- 
gram during the week ended Sept. 
21 totalled 60,460 bales, bringing 
total sales under the program to 
3,585,082 bales. Cotton ginnings 
for the season to Sept. 15 amount- 
ed tc 1,248,500 bales, as against 
1,021500 in the corresponding 
period last seasion. Carded gray 
cloth markets wére quiet but a 
substantial amount of business is 
scheduled to be released after the 
new October ceiling prices go into 
effect. 

Activity in domestic wools 
showed a marked increase in the 
Boston market last week. Buying 
was stimulated by the anticipation 
of a sharp rise in prices, based on 
the probability of a new parity 
price on domestic wools on Oct. 1. 
A good volume was reported in 
fine and half-blood domestic 
wools. Heavy buying was like- 
wise noted in producing areas, in- 
cluding a considerable weight of 
previously slow-moving defective 
Texas wools. Business in foreign 
wools continued slow due to un- 
certainties as to OPA pricing 
regulations. 


Retail and Wholesale Trade— 
The sudden appearance of cold 
weather. in some parts of the 
country was réflected in the minor 
decline in retail volume during 
the past week, states Dun & Brad- 
street, Inc., in its current sum- 
mary of trade. Volume remained 
very high in comparison with that 
of the corresponding week a year 
ago. Food, housewares and appar- 
el continued to attract a large 
share of consumer attention. Se- 
lections of many commodities 
were slightly larger than during 
the previous week. 

Retail food volume remained 
high and almost unchanged from 
that of a week ago. The supply 





of fish, poultry, dairy products 
and fresh vegetables was ade- 





quate; that of meat continued to 
be at a low level. Consumer de- 
mand for canned goods rose frac- 
tionally last week. Soap, sugar 
and cooking oils were generally 
reported to be among the items 
that were difficult to obtain in 
sufficient quantities. 

Interest in winter coats, suits 
and wool dresses rose as cool 
weather approached. Consumer 
demand for women’s accessories 
Was up again last week; scarfs, 
gloves, bags and blouses were 
among the main floor items that 
attracted much attention. Men’s 
clothing continued to be the 
center of interest for many con- 
sumers with almost no increase 
the past week in the limited se- 
lections that were available. The 
retail dolar volume of sportswear 
and shoes remained close to the 
high levels of previous weeks. 


The consumer demand for 
housewares continued to rise with 
the supply of housewares, elec- 
trical appliances and hardware 
reported to have increased slightly 
egain last week. Consumer inter- 
est in furniture remained high 
with demand directed mainly to-— 


ward bedroom and living room’ 
suites. Stocks of stationery and. 
gift wrapping paper were well 


above those of a year ago. 

Retail volume for the country 
the past week was estimated to 
be from 24 to 28% above that of 
the corresponding week a year 
ago. Regional percentage increas— 
es were: New England 18 to 22, 
East 22 to 26, Middle West 27 to 
31, Northwest 29 to 33, South 25 
to 29, Scuthwest 26 to 30 and Pa- 
cific Coast 20 to 24. 


Total wholesale volume contin- 
ued to rise slightly in the week 
despite small declines in some lo- 
calities. Dollar volume remained 
at a level well above that of the 
corresponding week a year ago. 
There was a general improvement 
in the deliveries of many com- 
modities. Order volume was main- 
tained close to the high level of 
the preceding week and reorders 


were placed for many seasonal 
items. 
Department store sales on a 


country wide basis, as taken from 
the Federal Reserve Board’s- in- 
dex for the week ended Sept. 28, 


1946, increased by 23% above the 
same period of last year. This 
compared with an increase of 27% 
(revised figure) in the preceding 
week. For the four weeks ended 
Sept. 28, 1946, sales increased by 


34% and for the year to date 
by 31%. 
Retail and wholesale trade in 


New York the past week contin- 
ued to reflect the tapering off in 
volume noted at the outset of the 
trucking strike. A substantial loss. 
in retail business was attributed 
to the United Parcel strike. The 
opening of woolen lines and new. 
offers of cotton goods met a ready- 
response from buyers. In the wool 
goods field there were indications 
of a spirit of selectivity on the 
part of purchasers in the building, 
of inventories. As for cotton goods, 
all available aliotments were 
bought with manufacturers con- 
tinuing to lament the inadequate. 
supply of rayons. 

According to the Federal Re- 
serve Bank’s index, department 
store sales in New York City for. 
the weekly period to Sept. 28, 
1946, increased 13% above the 
same period last year. Work stop- 
pages in the trucking industry ac- 
counted for the reduced sales for 
the week in the cities of New 
York and Newark. In the week 


ended Sept. 21, 1946 an increase. 


of 9% was registered. For the four 
weeks ended Sept. 27, 1946, sales 


rose by 27% and for the year to 


date by 36%. : 


mm @ tt ok & tet te wen ee | O™ 


“WS mMeAry 


' = 


on 
100060 Suan 





oy ww. 


| wwe, 


ms 

the 
ing, 
ds, 
ere 


sales 


r to 


“nevertheless are 
‘their full attention on the control 
‘of inventories so that somewhere 
*near a normal production pattern 


Volume 164 Number 4532 


THE COMMERCIAL & FINANCIAL CHRONICLE 


1855 





National Fertilizer Association Commodity Price Index Again Higher 


The wholesale commodity price index compiled by The National Fertilizer Association and made 
-public on Oct. 7, advanced for the third consecutive week when it rose to 173.8 in the week ended Oct. 5, 
1946, from 172.4 in the preceding week. The index is still 1.5% under the all-time peak of 176.4 reached 
-in the week ended Aug. 24. A month ago the index stood at 172.3, and a year ago at 140.1, all based 
on the 1935-1939 average as 100. The Association’s report continued as follows: 

The principal rise during the latest week took place in the foods index: Among the commodities 


‘that advanced in price were butter, cheese, raisins, 


cocoa, and dressed fowl; 


potato prices declined. 


‘The farm products index advanced. The cotton index advanced sharply to a new high. The grains 
‘index declined somewhat with lower quotations for corn and rye more than offsetting the rise in 
‘oats. The livestock index rose for the fourth consecutive week with higher prices for lambs and eggs 
‘but lower prices for poultry. The textiles index advanced to a new high point, reflecting the rise in 


‘cotton cloths and cotton yarns. 


There were no chan ges in the remaining groups of the index. 


During the week 16 price series in the index advanced and five declined; in the preceding week 


19 advanced and two declined; 


We give below the index figures for the past five weeks: 


in the second preceding week 34 advanced and six declined, 


WEEKLY WHOLESALE COMMODITY PRICE INDEX 
Compiled by The National Fertilizer Association 


Each Group 
. Bears to the Group 
, Total Index 
25.3 | ee Lae v 
Pats and Oils_ 
Cottonseed Oil__.._.__.__- 
23.0 Farm Products______.__ 
Co, te aS 
ethene OT alate § 
ee Cede en SS eee 4 
17.3 ee 
10.8 Saieoglidanbaa commodities __ 
‘8.2 Textiles_ Fi A Rit an 
Ay a Ea WET ao ME chee A 
6.1 Building materials___.______. 
1.3 Chemicals and drugs_._.____- 
3 Fertilizer materials_ 
3 i PEE Ep a | 
3 Facet snechinery._ ee 
100.0 All groups combined 


*Indexes on 1926-1928 base were: Oct. 


1935—1939—=100* 

















Week Week Week Week Week Month Year 
Ended Ended Ended Ended Ended Ago Ago 

Sep. 7, 46 Sep. 14, 46 Sep. 21, 46 Sep. 28,46 Oct.5, 46 Sep. 7,'46 Oct. 6, ’45 
. Semi 8 188.3 176.5 178.8 183.5 187.4 188.3 141.0 
182.0 188.0 188.2 189.7 193.1 182.0 145.2 
Ji tele 202.3 202.3 202.3 202.3 202.3 202.3 163.1 
PF Bets» 207.0 208.5 211.8 215.3 217.5 207.0 166.3 
i ~ 346.0 344.0 348.8 356.9 368.4 346.0 216.8 
pene 208.1 209.1 212.4 219.0 216.8 208.1 164.8 
Cena 184.7 187.1 190.4 192.3 194.2 184.7 158.9 
eae 154.2 154.2 154.2 154,2 154.2 154.2 129.7 
ed pede. ats 143.4 143.5 143.5 143.5 143.5 143.4 132.3 
pe Seah 207.4 205.3 206.4 207.7 210.8 207.4 159.0 
met 124.5 124.5 124.5 124.5 124.5 124.5 103.6 
beaks che 177.4 177.9 178.6 178.6 178.6. 177.4 154.7 
eee. 127.5 127.5 128.2 128.2 128.2 127.5 125.8 
122:5 122.5 1225 122.5 122.5 122.5 118.3 
Peers 121.3 121.3 124.3 124.3 124.3 121.3 119.9 
115.4 115.4 115.4 116.5 116.5 115.4 104.9 
172.3 169.3 174.5 172.4 173.8 172.3 140.1 


5, 1946, 135.4; Sept. 28, 1946, 134.3; and Oct. 6, 1945, 109.1. 





Electric Output for Week Ended Oct. 5, 1946 


11.27 Ahead of That for Same Week Last Year 


The Edison Electric Institute 


, in its current weekly report, es- 


timated that the production of electricity by the electric light and 
power industry of the United States for the week ended Oct. 5, 1946 
was 4,478,092,000 kwh., an increase of 11.2% over the correspond- 
ing week last year when electric output amounted to 4,028,286,000 
kwh. The current figure also compares with 4,517,874,000 kwh., pro- 


duced in the week ended Sept. 28 
the 4,038,542,000 kwh. produced in 


showed a 
same week in 1945. 


, 1946, which was 11.9% higher than 


the week ended Sept. 29, 1945. The 


largest increase was reported by the Southern States division which 
gain for the week ended Oct. 5. 1946 of 19.5% over the 


PERCENTAGE INCREASE OVER SAME WEEK LAST YEAR 





Major Georgraphical ——-— -—Week Ended 
Division— Oct. 5 Sept. 28 Sept. 21 Sept. 14 Sept. 7 
New England aniline 9.9 9.7 11.2 7.8 10.0 
Middle Atlantic cae 7.8 8.9 7.0 6.7 6.3 
Central Industrial____._--~ 8.1 9.6 11.6 11.8 9.2 
‘West Central . an io 9.3 9.0 9.6 9.3 fe 
Southern States___.____... 19.5 17.3 18.0 12.4 7.1 
Rocky Mountain__ nn 4.3 1.2 3.5 2.3 0.6 
i a 12.2 16.8 14.6 10.9 4.6 
Total United States_____ 11.2 11.9 12.1 10.1 7.0 
DATA FOR RECENT WEEKS (Thousands of Kilowatt-Hours) 
% Change ‘ 
Week Ended— 1946 1945 under 1945 1944 1932 1929 
poly. 6.204... _ 3,741,006 3,978,426 — 6.0 3,940,854 1,415,704 1,711/625 
°  . e 4,156,386 4,295,254 — 3.2 4,377,152 1,433,903 1,727,225 
8 i  eN 4,293,280 4,384,547 — 2.1 4,380,930 1,440,386 1,732,031 
FEN Bip bi tccrenseticgtomees 4,352,489 4,434,841 — 19 4,390,762 1,426,986 1,724,728 
CR 5 Dice Sindamidedeal 4,351,011 4,432,304 — 1.8 4,399,433 1,415,122 1,729,667 
-Mmg. 10...2.-04- 4.411,717 4,395,337 + 0.4 4,415,368 1,431,910 1,733,110 
Ay eae 4,422,242 3,939,195 +12.3 4,451,076 1,436,440 1,750,056 
4 arr s 4,444,040 4,116,049 + 80 4,418,298 1,464,700 1,761,594 
yj Sa ee 4,404,192 4,137,313 + 6.5 4,414,735 1,423,977 1,674,588 
UU, See 4,184,404 3,909,408 + 7.0 4,227,900 1,476,442 1,806,259 
Me Senne ae 4,521,151 4,106,187 419.1 4,394,839 1,490,863 1,792,131 
ow RC 4,506,988 4,018,913 412.1 4,377,339 1,499,459 1,777,854 
vo, Wept. 28... -...- 4,517,874 4,038,542 411.9 4,365,907 1,505,216 1,819,276 
-Gee.*: B....., = 4,478,092. 4,028,286 +11.2 4,375,078 1,507,503 1,806,403 
'Oae 222s 3,934,394 ; 4,354,575 1,528,145 1,798,633 
 } ae 3,914,738 4,345,352 1,533,028 1,824,160 
joe ipatieesl te tcasteoe 3,937,420 4,358, 293 1,525,410 


1,815,749 





| ‘Steel Operations Return 


to Postwar High— 


Unfilled Orders Large at Start of Quarter 


Concurrent with the extremely high operating rate and the sub- 
‘ stantial volume of inquiries for finished steel. products, both the in- 


“dustry and its consumers may now be: considered to be entering a 


“period of caution” out of which will come ‘concrete evidence of 1947 


‘trends in steel activity, aceording to “The Iron Age,” national metal- 


‘working paper. Even while steel consumers are clamoring for mate- 





‘rial and in some cases ascribing® 
“shutdowns to steel shortages, they 
concentrating 


can be established, adds the “Age” 


-in its issue of today (Oct. 10), 


which further states in part: 
“For the first time since VJ-Day 


‘steel companies are making defi- 


nite headway in an attempt to 


-make delivery promises which can 
‘be accepted at somewhere near 


their base value. In _ previous 
months bona fide and honest de- 


‘livery promises have been chang- 


ed because of strikes or other con- 


ditions beyond the control of the 
steel companies. 

“Within the past few weeks 
many large steel units have made 
a complete analysis of their order 
books, have reshuffled business 
and have produced new delivery 
dates for consumers which barring 
strike tie-ups will represent a 
fairly good commitment. So strong 
in the industry has been the at- 
tempt to clarify distribution prob- 
lems that district sales offices are 
being informed daily on produc- 
tion schedules so that customers 
can also be fully informed. 


“Although some automobile 
manufacturers have . attributed 





curtailed operations to a shortage 
of steel, this factor has only been 
one of several. Such stoppages 
have been caused by a combina- 
tion of shortages and maladjust- 
ments in the supply line which 
would include’ lead, copper, tin 
and possibly antimony. Indirect 
factors in the curtailment of some 
manufacturing including automo- 
biles have been current isolated 
labor difficulties which have 
blocked up distribution channels 
at strategic points. 

“Under the surface of present- 
day high order volume, high pro- 
duction and reperted demand for 
finished products is a substrata 
of hesitation occasioned by the 
thinking of some segments in the 
industrial groups which look for a 
‘corrective’ period to set in some- 
time late this year or early in 
1947. In the metalworking fields 
opinion leans heavily towards the 
probability that the hesitation and 
possible backtracking will be mild 
and will eventually have the ef- 
fect of evening out inventories, 
substantially testing current pric- 
es and finally laying the ground- 
work for a strong basic control- 
free peacetime industrial cycle. 

“The slow ‘moving steel price 
situation is beginning to take 
shape in the form of. definite ne- 
gotiations between steel industry 
representatives and the OPA. Ne- 
gotiations have already begun and 
are about one quarter completed, 
The industry is submitting data 
covering returns on steel products 
during July, August and Septem- 
ber. If the present pace of discus- 
sion between steel members and 
the OPA eontinues a final decision 
on price reyisions may be expect+ 
ed beforé Dec: 1. Present indica- 
tions afte that increases to be 
granted will be on a_ specifi¢ 
product basis and will not reflect 
a general: across-the-board up- 
ward revision. 


“Once again through no fault of 
its own the steel industry will find 
the all important price problem 
being settled at a time just pre- 
ceding steel labor contract nego- 
tiations. Several years ago an at- 
tempt was made to keep the two 
factors ‘separate, but conditions in 
industry ahd in government dic- 
tated otherwise, Whatever deci- 
sion the OPA makes regarding 
steel price adjustments cannot fail 
to have a bearing on labor nego- 
tiations. 


“With most steel labor contracts 
expiring on Feb. 15, 1947, it is ex- 
pected that negotiations will be 
opened on wages and working 
conditions about the middle of 
January next year. The steel 
union as yet has not held a major 





wage policy committee meeting at 


which demands are usually dis- 
cussed and put in official form. 
Such a meeting is expected to 
take place before the middle of 
December. It is significant that 
there will be much less time be- 
tween the opening of negotiations 
and the end of present contracts 
as was the case a year ago.” 

The American Iron and Steel 
Institute this week announced that 
telegraphic reports which it had 
received indicated that the operat- 
ing rate of steel companies hav- 
ing 94% of the steel capacity of 
the industry will be 90.4% of ca- 
pacity for the week beginning 
Oct. 7, compared with 90.2% one 
week ago, 88.5% one month ago 
and 73.5% one year ago. This re- 
presents an increase of 0.2% from 
the preceding week. The operat- 
ing rate for the week beginning 
Oct. 7 is equivalent to 1,593,200 
tons of steel ingots and castings, 
compared to 1,589,700 tons one 
week ago, 1,559,700 tons one 
month ago, and 1,346,300 tons one 
year ago. The rate for the current 
week is the same as that for the 
week beginning Sept. 23, 1946 
which was the highest for the 
post-war period. 

“Steel” of Cleveland in it sum- 
mary of latest news developments 
in the metalworking industry, on 
Oct. 7 stated in part as follows: 

“Steel producers are making 
some headway on their arrearages, 
as compared with three months 
ago. As they enter the final quar- 
ter they still have a substantial 
volume of tonnage on order prom- 
ised for delivery by this time, but 
unshipped. What further progress 
can be made in the remaining 
three months of this year depends 
on ability to maintain a high rate 
of production. 


“With the opening of fourth 
quarter the emergency priority 
CC rating has been reinstated. 
This was suspended last January 
when the steel strike broke out. 
Producers have been accepting 
these rated orders for fourth 
quarter delivery for some weeks. 
They ere especially heavy in cold- 
rolled sheets and strip, galvanized 
and enameling sheets. 

“Shortages of scrap, pig iron 
and coke remain a threat to high 
production, with manpower dif- 
ficulties outside as well as inside 
the steel industry leaving their 
mark. However, despite these 
handicaps steel operations are 
hovering about a peacetime peak, 
still not as high as they could go, 
and it is possible they may at 
least be maintained. 

“The full extent of ‘priority’ 
tonnage should be fairly accurate- 
ly gaged soon, but at the moment 
sellers of some products still are 
not able to estimate this volume 
and this, with the uncertain out- 
look with respect to fourth quar- 
ter production, is causing delay in 
various quarters in opening of 
books for first quarter of next 
year. There is little doubt, how- 
ever, that when action is taken 
capacity in that period in some 
products will be well absorbed. 

“Shortages will be worst in 
sheets, hot strip, smaller sizes of 
hot carbon bars, and light shapes. 
On some other products, such as 
plates, boiler and mechanical tub- 
ing and rail accesseries, books of 
some producers already are far 
extended into next year, not only 
because of arrearages. but also be~ 
cause of orders they have been ac- 
cepting freely from regular cus- 
tomers. With books now opened 
by some producers on cold-drawn 
carbon bars, hot and cold alloy 
bars, stainless sheets and cold nar-- 
row strip first quarter capacity on 
these items should be fairly well 
absorbed by the end of the year. 
Hot alloy bars may be an excep- 
tion, as they have been lagging 
behind most other products, ship- 
ments now being possible for No- 





vember.” 


Forces in Washington 
Viewed as Trying to 
Sabotage Pvt. Housing 


A statement to the effect that 
a conspiracy of forces working 
from within the government in 
Washington is trying to sabotage 
private housing so that the gov- 
ernment can take control, was 
made by William J. Davis of La- 
conia, N. H., trustee of the Nation- 
al Home and gy arn | Sytegg 
Foundation on Sept. it is 
learned from the Boston “Herald.” 
Mr. Davis made this statement in 
addressing the delegates to the 
58th annual convention of the 
Massachusetts Cooperative Bank 
League, at Swampscott, said the 
“Herald” which also quoted Mr. 
Davis as saying: 

“We have men working for Us 
in Washington who are controlled 
by foreign ideologies, Our govern- 
ment agencies and buré@aus are 
manned by people who don’t ‘bé- 
lieve—and who admit they don’ 
believe—in our form of govern- 
ment. These gentlemen of pecu- 
liar hue are conspiring to control 
the way we live and work so that 
they may control the way we 
think and vote.” 

In its account of the meeting 
the Boston ‘‘Herald” also stated: 

“Discusing the attempt to sab- 
otage private housing,” Mr, Davis 
added, “Housing stands at the root 
of American freedom. Property 
owners are the backbone of this 
country. Unless we do something 
and do it fast, there will be no 
private ownership of homes or of 
industry. Soon thereafter, the 
right of free speech and assembly 
will be taken from us. It is being 
planned that way in Washington 
right now.” 

Warren W. Oliver was reelected 
President of the League at the an- 
nual banquet, as were Harry R. 
Andrews, Vice-President, and 
Warner M, Allen, Executive Sec- 
retary. 


Robertson to Succeed 
Late Sen. Glass 


Representative A. Willis Rob- 
ertson, 59-year-old tax expert 
and wildlife conservationist, has 
been nominated by the Demo- 
cratic Party to succeed the late 
United States Sen. Carter Glass 
from Virginia whose death on 
May 23 last was noted in our is- 
sue of May 30, page 2922.. Asso- 
ciated Press advices from Rich- 
mond on Sept. 6 said in part: 

“Mr, Robertson, who lives in 
Lexington, Va., and -has repre- 
sented the Seventh er reer 
District in the House of Represen- 
tatives since 1932, was nominated 
by acclamation in the State con- 
vention last night when a stam- 
pede to him began on the third 
ballot. The unexpired term for 
which he was nominated runs 
through -1948,- 

“Mr. Robertson will be o yf oe 
in the general election by 
H. Woods, of Pearisburg, a Repub- 
lican.. He will be the running 
mate of United States Sen. Harry 
F, Byrd, recently renominated in 
the August primary, and opposed 
by Lester S. Parsons, Republican 
of Norfolk; and Howard Carwile, 
Richmond independent. 

“Mr. Robertson, like Senator 
Byrd, has been generally classed 
as a conservative member of Con- 
gress, He is one of the ranking 
men on the Ways and Means Com- 
mittee and has had much to do 
with the writing of tax legisla- 
tion in recent years. He is Chair- 
man of the House Wildlife Com- 
mittee, co-author of the Robert- 
son-Pittman Game Conservation 
Act and a former Chairman of 














the Virginia Commission of Game 
and Inland Fisheries. 
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Trading on New York Exchanges 


. The. Securities and Exchange Commission made public on Oct. 
2 figures showing the volume of total round-lot stock sales on the 
New York Stock Exchange and the New York Curb Exchange and 
the volume of round-lot stock transactions for the account of all 
members of these exchanges in the week ended Sept. 14, continuing 
a series of current figures being published weekly by the Commis- 
aon Short sales are shown separately.from other sales in these 
igures. 


Trading on the Stock Exchange for the account of members 
(except odd-lot dealers) during the week ended Sept. 14 (in round- 
lot transactions) totaled 4,753,090 shares, which amount was 16.75% 
of the total transactions on the Exchange of 14,193,400 shares. This 
compares with member trading during the week ended Sept. 7 of 
3,907,310 shares, or 16.33% of the total trading of 11,961,710 shares. 


On the New York Curb Exchange, member trading during the 
week ended Sept. 14 amounted to 1,015,980 shares or 16.05% of the 
total volume on that Exchange of 3,165,905 shares. During the week 
enced Sept. 7 trading for the account of Curb members of 882,050 
shares was 16.58% of the total trading of 2,659,720 shares. 


Total Round-Lot Stock Sales on the New York Stock Exchange and Round-Lot Stock 
. Transactions for Account of Members* (Shares) 


WEEK ENDED SEPT. 14, 1946 


A. Total Round-Lot Sales: Total for Week t% 
ES TENE MLN. SY AE ES Ee 347,030 
A a RI REY NE, TL RS ETRE Ts 13,846,370 
EERSTE SE he, CE A OE Pe ae 14,193,400 


B. Round-Lot Transactions for Account of Members, 








Except for the Odd-Lot Accounts of Odd-Lot 1946— U.S. Avge. 
Dealers and Specialists: Daily Govt. Corpo- Corporate by Ratings* Corporate by Groups* 
‘01. Transactions of specialists in stocks in which Averages Bends ate® Aaa Aa A Baa R.R. P.U. Indus. 
they are registered— | is See 121.08 116.80 121.25 118.80 116.61 110.34 112.37 117.80 119.82 
* a oR ee 1,703,110 7------. 121.02 116.80 121.25 119.00 116.61 110.34 112.37 117.80 120.02 
“ . ia i RS a SRR a alt Si eG 238,270 ; 5---- 121.02 116.80 121.25 119.00 116.61 110.52 112.56 117.80 120.02 
ais ts 6 RIGS sme yl Qadkity vias eee 1,420,910 ! 4.....___ 121.05 116.61 121.25 119.00 116.61 110.34 112.56 117.80 119.82 
EE 5 we: Race ee Sinem 120.77 116.80 121.25 119.00 116.61 110.52 112.37 118.00 120.02 
Ci SS rere Se eae 1,668,180 11.88 2..---.. 120.70 116.61 121.25 119.00 116.61 110.34 112.37 118.00 119.82 
_““43 ‘Other transactions initiated on the floor— at... 120.83 116.61 121.25 119.00 116.61 110.34 112.37 117.80 119.82 
6 = >< "jit athens erties re 244,600 Sept. 27_- .~ 121.08 116.61 121.04 119.00 116.61 110.15 112.37 117.80 119.82 
ig 10,900 20____._- 121.14 116.61 121.04 119.00 116.61 110.52 112.75 117.80 119.61 
tOther sales_________ hie Dis at ls ee 217,590 13__- 121.80 117.20 121.46 119.41 117.00 111.44 113.89 118.00 120.22 
eu 6.._.._.. 122.52 118.00 122.29 120.02 117.80 112.19 114.46 118.60 120.84 
rehhis: SESS ET ee 228,400 1.67 Aug. 30_______ 122.92 118.40 122.71 120.43 118.00 112.37 114.85 118.80 121.25 
“p93 Other transactions initiated off the floor— aE 123.30 118.40 122.92 12084 118.20 112.37 115.04 119.00 121.46 
ian nah capes! purchases____.__..._ 438,370 16__-____ 123.49 118.40 122.92 120.63 118.20 112.37 115.24 119.00 121.25 
SRLS 2 aS aes 25,700 S......... 123.49 118.60 123.13 120.84 118.20 112.56 115.24 119.00 121.46 
RSS, Se 444,730 | 123.45 118.60 1323.13 120.84 118.20 112.56 115.43 119.00 121.25 
RE FE July 26___-_- -- 123.77 118.60 123.13 121.04 118.40 112.56 115.63 119.20 121.46 
ee GRR aS cascades UR sn ba dataticentn 470,420 3.20 19__..... 123.83 118.80 123.34 121.25 118.40 112.37 115.63 119.20 121.46 
4. Total— See 124.14 118.80 123.56 121.25 118.60 112.56 116.02 119.20 121.46 
ee eemeere es SA THROES BE Em fg 2,386,080 Bei nitemnwes 124.24 118.80 123.34 121.25 118.60 112.37 115.82 119.20 121.46 
seorad ort sales. ° ond attitallinasli- sani ptanieimiiiiae : 274,870 June 28_...... 124.114 118.80 123.34 121.25 118.40 112.56 116.02 119.20 121.46 
rj POther sales____-__-_______-_______--__- 2,092,140 aay a --. 123.09 118.80 122.92 121.46 118.40 112.56 116.22 119.00 121.04 
atte i Bio ani a eee ae 124.33 119.00 123.34 121.25 118.40 113.12 116.41 119.41 121.04 
; : Total sales_ shh tintin a iekstiggeente einnabiialadibattinie 2,367,610 16.75 Heng 4 ee ee eee 125.61 119.82 123.99 122.29 119.41 114.27 117.40 120.22 122.09 
. 9 © € ° ‘ ‘ q ‘ 
,j Fplat Round-tat Stock Sales on the New York Curb Exchange and stock | 5ee 35 an SE HBSS HEB GS URL MS Lis.ce Lear eat 203 88 
3 aaa a High 1946... 126.28 120.02 124.20 122.50 119.61 114.46 117.60 120.43 122.50 
ENDED SEPT. 14, 1946 Low 1946 120.70 116.61 120.84 118.60 116.41 110.15 112.37 117.80 119.61 
A. Total pening Sales: Total for Week t% 1 year Ago 
espero gman ce des CASI ES 3 ianaee oe 122.78 116.22 120.84 118.80 116.22 109.24 112.37 116.22 120.02 
oe gel EN ee ET A OO, S. Oct. 7, 1944... 119.52 112.75 118.80 117.00 112.75 103.30 107.09 114.08 117.20 
. Rownd-Lot Transactions for Account of Members: , 
3. Transactlons of speciatists in stocks in which oe peer toh AVERAGES 
they are registered— Ras = ~ ased on Individual Closing Prices) 
ET EGE See , . 5. vge. 
es Se RR A el ae geet aes Daily Govt. Corpo- Corporate by Ratings* Corporate by Groups*® 
aE A ee Bei Sis 7 337,620 Averages Bonds rate* Aaa Aa A Baa R. R. P. U. Indus. 
a 1.65 2.82 2.59 2.71 2.82 3.15 3.04 2.76 2.66 
ESE FT EEE 357,165 12.68 or 1.65 2.82 2.59 2.70 2.82 3.15 3.04 2.76 2.65 
ie? Viner enenetians initiated on the floor— % ------ a os ~~ -s aoe as 9 2.76 2.65 
sudecr ‘otal purchases. ei ESSE L's 35.830 oe 65 8: 5 2.7 2. 15 3.03 2.76 2.66 
haa | NET SEs nes sence 3.600 | SESH 1.67 2.81 2.59 2.70 2.82 3.14 2.04 2.75 2.65 
= "EOE ee eaten: ET ger 36,175 ) ER 1.68 2.82 2.59 2.70 2.62 3.15 3.04 2.75 2.66 
nina siteeion 1.67 2.82 2.59 2.70 2.82 3.15 3.04 2.76 2.66 
CET PNG! BG Bal 2 GE BT. OO 39.775 1.19 Sa 1.65 2.82 2.60 2.70 2.82 3.16 3.04 2.76 2.66 
3. Oper sammactione initiated off the floor— — -- Hr 4 2.60 2.70 2.82 3.14 3.02 2.76 2.67 
SOUS SSO iat Peale al. Rian er ey ae 5.255 fects .63 : 2.58 2.68 2.80 3.09 2.96 2.75 2.64 
Lg OS SRS? RR MC a ee Lean) ee 1.58 2.75 2.54 2.65 2.76 3.05 2.93 2.72 2.61 
tOther sales 8 ee eA 41,785 Ame: Tine 1.55 2.73 2.52 2.63 2.75 3,04 2.91 2.71 2.59 
ea , ABE 1.52 2.73 2.51 2.61 2.74 3.04 2.90 2.70 2.58 
SES Ie AS SR SES 42,555 2.18 _ +e 1.51 2.73 2.51 2.62 2.74 3.04 2.89 2.70 2.59 
4. Total— a Se 1.51 2.72 2.50 2.61 2.74 3.03 2.89 2.70 2.58 
CO ER Ce ata ee 576,485 , see ES 1.51 2.72 2.50 2.61 2.74 3.03 2.88 2.70 2.59 
Short sales____- EP ee ae Pee ee ee 23,945 Pa RE 1.49 2.73 2.50 2.60 2.73 3.03 2.87 2.69 2.58 
Ea St Sal hosel 415,550 | Test Oe 1.43 2.71 2.49 2.59 2.73 3.04 2.87 2.69 2.58 
eS 1.47 2.71 2.48 2.59 2.72 3.03 2.85 2.69 2.58 
f Total sales_. Re ie OS Se Sa 439.495 16.05 5 women ene 1.46 2.71 2.49 2.59 2.72 3.04 2.86 2.69 2.58 
C,.Odd-Lot Transactions for Account of Specialists— Vy nee 1.47 2.71 2.49 2.59 2.73 3.03 2.85 2.69 2.58 
,customers’ short sales_ ST ea se 0 a, Cee 1.48 2.71 2.51 2.58 2.73 3.03 2.84 2.70 2.60 
§Customers’ other sales Se ESS ca 137,648 jig 1.45 2.70 2.49 2.59 2.73 3.00 2.83 2.68 2.60 
— , | | 1.36 2.66 2.46 2.54 268 2.94 2.78 2.64 2.55 
Total purchases__ = Res TSN EY 137,648 OE ara 1.33 2.67 2.49 2.56 2.70 2.94 2.83 2.64 2.55 
Total sal os ph 1.31 2.70 2.50 2.59 2.70 2.99 2.87 2.68 2.55 
itt ge aie OEP gN SRNR Gr a: EEE 178,906 High 1946... 168 2.82 261 2.71 283 3.16 2.04 2.76 2.67 
is The term members’' includes all regular and associate Exchange members, their] Low 1946__- ~ 1.31 2.65 2.45 2.53 2.67 2.93 2.77 2.63 2.53 
wey cmared one aged including special partners. 1 year Ago 
cy? y Calculating these percentages the total of ambers’ purchas is = - « of : ‘ ¢ 2¢ 
compared with twice the total reund-lot volume on nag ner Bae omy A OR. Swe= nae aoe — a-T8 tale sires sie — 2.98 
the ‘Exchange volume includes only sales ; : 2 Years Ago 
4Round-lot short sales which are exempted frcm restriction by the Commission’s | Oct. 7, 1944__ 1.85 3.02 2.71 2.80 3.02 3.55 3.33 2.95 2.79 


rules are included with ‘‘other sales.’ 
3Sales marked ‘‘short exempt’ are included with “‘other sales.” 





_ Civil Engineering Construction Totals 
$133,719,000 for Week 


Civil engineering construction volume 





above the previous four-week moving average. 
on. Oct. 3, went on to say: 


be Private construction this week, $49,988,000, is 47% above last 
week and 17% below the week last year. Public construction, $83,- 
_731,000, is 67% above last week and 467% greater than the week 
last year. State and municipal construction, $75,217,000, 150% above 
last week, is 658% above the 1945 week. Federal construction, $8,- 
514,000, is 57% below last week and 76% 2ebove the week last year. 

Total engineering construction for the 40-week period of 1946 | 628,796 in February, 21,629,882 in 
records a cumulative total of $4.216,880,000, which.is 168% above| J@nuaty, 21,951,960°in December, 


the total for a like period of 1945. On a.cumulative basis,. private 
construction in 1946 totals. $2,534,183,000; which is 308%- above ‘that }ber, and 23;793,842-im August 1943. 


for 1945. Public construction, $1,682,687,006, is 77% greater than: the| The. aggregate number of active. for September, and 100:4f 
cumulative total for the corresponding period of 1945, whereas Stateispindle hours reported for the’ gust 1945, “ 


v2 in continental United 
States totals $133,719,000 for the week ending Oct, 3, 1946, as reported 


by “Engineering News-Record.” This volume is 59% abov 
pet ‘ e the pre- 
vious week, 79% above the corresponding week of last year and 43% 


The report issued 


and municipal construction, $1.134,066,000 to date, is 322% above 
1945, Federal construction, $548,631,000, dropped 19% below the 40- 
week total of 1945. 


Civil engineering construction volume for the current week, last 
week and the 1945 week are: 


Oct. 3, 1946 Sept. 26, 1946 Oct. 4, 1945 


Total U. S. Construction___-_-_~ $133,719,000 $84,074,000 $74,731,000 
Private Construction —__-~-~-~. 49,988,000 34,007,000 59,974,000 
Public Construction _....---- 83,731,000 50,067,000 14,757,000 
State and Municipal_-_-_-__- 75,217,000 30,128,000 9,928,000 
PL ; aaioniduaidepnendhnan 8,514,000 19,939,000 4,829,000 


In the classified construction groups, waterworks, sewerage, high- 
ways, public buildings and commercial buildings gained this week 
over the previous week. Six of the nine classes recorded gains this 
week over the 1945 week as follows: waterworks, sewerage, bridges, 
highways, public buildings and commercial buildings. 


New Capital 
New capital for construction purposes for the 40-week period of 
1946 totals, $2,899,053,000, 73% more than the $1,672,259,000 re- 
ported for the corresponding period of 1945. 


Moody’s Bond Prices and Bond Yield Averages 


Moody’s computed bond prices and bond yield averages are 
given in the following table. . ” 


MOODY'S BOND PRICES 
(Based on Average Yields) 





*These prices are computed from average yields on the basis of one “‘typical’’ bond 
(33%4% coupon, maturing in 25 years) and do not purport to show either the average 
level or the average movement of actual price quotations. They merely serve to 
illustrate in a more comprehensive way the relative levels and the relative movement 
of yield averages, the latter being the true picture of the bond market. 


NOTE—tThe list used in compiling the averages was given in the Sept. 5, 1946 
issue of the ‘“‘Chronicle’’ on page 1321. . 





month was 9,448,813,582 an aver- 
age of 396 per spindle in place, 
compared with 8,002,194,236, an 
average of 335 per spindle in 
place, for last month and 8,788,- 
933,645 an average of 369 per spin- 
dle in place, for August 1945. 
Based on an activity of 80 hours 


Cotton Spinning for August 

The Bureau of the Census an- 
nounced on Sept. 20 that, accord- 
ing to preliminary figures, 23,- 
884,702 cotton spinning spindles 
were in place in the United States 
on Aug. 31, 1946, of which 22,018,- 
548 were operated at some time 
during the month, compared with 
23,861,914 in July. 21,942,878 in 
June; 21,958,496 in May, 21,972,784 
in April, 21,957,254 in March, 21,- 


United States were operated dur- 
ing August 1946 at 112.4% capac- 
ity. The percent, on the same ac- 
tivity basis, was 95.3 for July, 
115.1 for June, 110.5 for May, 109.7 
for April, 101.7 for March, 113.1 
for February, 110.7 for January, 
101.5. for December, 104.6 for No- 
vember, 105.0 for October, 111. 


21,605,060 in November, 21,721,792 
in October, 21,911,746 in Septem+ 


or Au- 


per week, cotton spindles in the | 


NYSE Odd-Lot Trading 


The Securities and Exchange 
Commission made public on Oct. 
2 a summary of complete figures 
showing the daily volume of stock 
transactions for odd-lot account 
of all odd-lot dealers and special 
ists who handled odd lots on the 
New York Stock Exchange for the 
week ended Sept. 21, continuing 
a series of current figures being 
published by the Commission. The 
figures are based upon reports 
filed with the Commission by the 
odd-lot dealers and specialists. 


STOCK TRANSACTIONS FOR THE ODD- 
LOT ACCOUNT OF ODD-LOT DEALERS 
AND SPECIALISTS ON THE N. Y. 
STOCK EXCHANGE 


Week Ended Sept. 21, 1946 
Odd-Lot Sales by Dealers— Total 
(Customers’ purchases) Per Week 
Number of orders_.___-_-- 53,428 
Number of shares____- : 1,521,662 
Dollar vajue___---- _-_- _ $54,275,660 


Odd-lot Purchases by Dealers— 
(Customers’ sales) 
Number of Orders: 
Customers’ short sales ; 479 





*Customers’ other sales 34,725 
Customers’ total sales. 35,204 
Number of Shares: 
Customers’ short sales 18,199 
*Customers’ other sales 1,107,612 
Customers’ total sales 1,125,809 
Dollar value___-_..- $43,262,887 
Round-Lot Sales by Dealers— 
Number of Shares: 
Short sales__ . 110 
+Other sales 200,730 
Total sales 200,840 
Round-Lot Purchases by Dealers— 
Number of shares 590,450 


*Sales marked ‘“‘short exempt’’ are re« 
ported with ‘other sales." 

+Sales to offset customers’ odd-lot orders 
and sales to liquidate a long position which 
is less than a round lot are reported with 
“other sales.” 


Moody’s Daily 








Commodity Index 
Tuesday, Oct. 1, 1946 ‘ 337.7 
Wednesday, Oct. 2.__ 339.2 
Thursday, Oct. 3 338.3 
Friday, Oct. 4 338.9 
Saturday, Oct. 5 339.5 
Monday, Oct. 7 339.7 
Tuesday, Oct. 8 339.8 
Two weeks ago, Sept. 24 336.3 
Month ago, Sept. 7 327.2 
Year ago, Oct. 8, 1945 261.1 
1945 High, Dec. 27___- - 265.0 
Low, Jan. 24 252.2 
1946 High, Aug. 1 356.3 
Low, Jan. 2 hs 264.7 
— — 
July Construction Contracts 


The steady decline in invest- 
ment commitments for new hous-~ 
ing construction, as revealed in 
contracts awarded, from the high 
level of $463,600,000 in May, was 
arrested in August in the 37 states 
east of the Rocky Mountains, it 
was reported on Sept. 19 by F. W. 
Dodge Corporation, a fact-finding 
organization for the construction 
industry. 


The Dodge corporation reported, 
however, that a downward resi- 
dential building contract spiral 
occurred in August in New Eng-~ 
land, metropolitan New York and 
northern New Jersey, in Louisi- 
ana and Mississippi, in Minnesota, 
the Dakotas, and in the St. Louis 
marketing area comprised of east- 
ern Missouri, southern Illinois, 
western Tennessee and Arkansas, 

The gains in other areas were 
sufficient to bring the overall vol- 
ume of new residential contracts 
during August to $284,025,000 
compared to $281,227,000 in July. 
The greatest gains were in the 
Southeastern states, Ohio and Ken- 
tucky, southern Michigan, up- 
state New York and Texas. It was 
revealed that 39,953 dwelling units 
are to be provided under the con< 
tracts awarded last month. : 


Contracts awarded for nonresi- 
dential construction and heavy 
engineering works declined from 
$436,764,000 in July to $395,884,- 
000 in August. The total of all 
building and construction con- 


37 eastern states was -$679,909,000. 
compared with -$717,991,000. in, 
July.. Thirty per cent of the Au- 


7 
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ean eta 


gust volume was classified.as pub+ 
licly-owned. er 


tracts awarded in August in the. 
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Wholesale Prices Up 1.77% in Week Ended 
Sept. 21, Labor Department Reports* 


Wholesale prices advanced 1.7% during the week ended Sept. 21, 
following the declines of the previous three weeks, according to 
‘the Bureau of Labor Statistics of the U. S. Department, of Labor 
which on Sept. 26 said that “there were increases in most major 
commodity groups. The index of commodity prices in primary 
markets prepared by the Bureau reached 123.8% of the 1926 aver- 
age, 18.0% above a year ago, but 3.6% below the peak level of four 
weeks ago.” The Bureau further reported: 

“Farm Products and Foods—-Average prices of farm products 
increased 2.2% during the week but were still 5% below the mid- 
August peaks. Grain quotations averaged 1.6% higher with in- 
creases of about 4% for corn and oats and fractional increases for 
wheat and rye. Continued heavy demand caused price advances 
for most livestock. Prices of live poultry increased sharply and 
eggs were higher because of strong demand with the scarcity of 
other meats. Fruits and vegetables declined slightly with decreases 
for white potatoes, apples, onions, and sweetpotatoes, due to good 
supply. Prices of citrus fruits were higher, reflecting good quality 
‘offerings, and prices of dried apples, recently decontrolled, ad- 
vanced. Quotations for cotton and leaf tobacco, exempt from QPA 
control, were higher. The group index for farm products was 
‘10.5% higher than at the end of June and 24.6% above a year ago. 


“Food prices increased 3.0% during the week. Prices of dressed 
poultry were higher. Wheat flour increased following on OPA 
ceiling adjustment to cover higher costs with resumption of white 
flour milling. There also were advances in granulated and raw 
sugar, glucose and canned salmon, reflecting OPA ceiling adjust- 
ments. Quotations for butter and cheese continued to rise. On 
the average, prices of foods were 16.3% higher than at the end of 
June and 25.5% higher than in late September, 1945. 


“Other Commodities—Average prices of all other commodities 
increased 1.0% during the week because of an advance of 5.3% for 
‘ textiles and smaller advances for most other major commodity 
groups. The increase for textiles was due largely to the reintro- 
duction of raw silk quotations into the index and to the revision of 
price series for hosiery and underwear. Below ceiling quotations 
were reported for some types of women’s shoes. Prices of castor 
oil rose about 35%, reflecting OPA ceiling adjustments to cover 
higher costs of castor beans; prices of dynamite and lubricating oil 
were up. Advances in OPA ceilings were followed by higher prices 
for linseed oil and window glass. Prices of carbon black, exempt 
from OPA control, rose and there were small increases for other 
building materials. Prices of farm machinery and gas stoves in- 
creased, reflecting earlier ceiling adjustments. There were price 
declines for soap and cattle feed.” 


CHANGES IN WHOLESALE PRICES BY COMMODITY GROUPS 
FOR WEEK ENDED SEPT. 21, 1946 
(1926100) 
Percentage changes to 


Sept. 21, 1946, from— 
9-21 9-14 9-7 8-24 9-22 9-14 8-24 9-22 





Commodity Groups— 1946 1946 1946 1946 1945 1946 1946 1945 
All commodities__..__.----.--.. 123.8 121.7 122.0 128.4 1049 +1.7—36 +4+18.0 
I et ic 155.1 151.8 1504 160.9 124.5 +2.2—36 +246 
allen Race pe 131.9 128.1 130.7 148.1 105.1 +23.0 —10.9 +4+25.5 
Hides and leather products_- 139.4 139.7 139.6 140.4 118.6 -0.2— 0.7 +17.5 
Se I, niwichimnaann Meee aan te ig6e 93.6 +5.3 76 +24.2 
Fuei and lighting materials__-. . 95.3 95.2 95.1 96.7 845 +0.1—14 4128 
Metal and metal products_______.114.2 113.6 113.6 113.7 104.8 +05 + 04 + 9.0 
Building materiais._™_._..........133.9 133.3 133.1 132.9 117.7 +05 + 08 +13.8 
Chemicals and allied products___. 98.4 97.9 97.9 98.3 95.3 + 0.5 0.1 + 3.3 
Housefurnishings goods_____.__-__ 114.7 114.3 114.1 114.0 106.3 C.3 06 + 7.9 
Miscellaneous commodities__ ..101.8 101.9 101.3 101.5 94.6 —0.1 0.3 + 17.6 
Raw materials.___..__._- 1.1425 138.4 137.5 1449 1155 +30 —1.7 +23.4 
Semi-manufactured___- shcaupe SEOs RRR" Bees ., Sat: 95.7 +3.8 4.4 + 21.4 
Manufactured products_- -~117.1 115.9 116.9 123.6 101.8 +1.0— 5.3 +415.0 
All commedities other than farm 

Gadi wa ---116.9 115.1 115.8 121.2 100.6 1.6 — 3.5 16.2 
All commodities other than farm 

products and foods__-_-~ a3. 388.3 .-131.0 12168 -1110 99.9 + 1.0 1.0 12.2 

PERCENTAGE CHANGES IN SUBGROUP INDEXES FROM 
Sept. 14, 1946 TO SEPT. 21, 1946 

Increases 
eee mere aee - 10.2 Dairy products 7 -. 0.6 
Livestock and poultry__--- ‘i . 3.0 Chemicals - 0.4 
Other farm products____._._----__.. 1.8 Other building materials 0.4 
Paint and paint materials__._.__.._..... 1.7 Brick and tile______~_ 0.2 
Cereal products  ~.-.__-------_--_---. 1.6 Other miscellaneous - ---. 0.2 
TING samme wn pjhacalenetnwtnny .... 1.6 Bituminous coal —_. . ; - Os 
— {S| ae eee eae ee 8 a SR 0.1 
BORE an ciwenne eee cemoncncnwnnes 123 Gethin’ ; - 0.1 
Drugs and pharmaceuticals.___......._. 0.9 Cotton goods _ 0.2 
PEED Git mcnceeamemnninnommen Tet GREE socuision— igere 0.1 

Decreases 
RID SI 6 seccienes cnn chitinase strane ebantcmmanne of ** ae amarmsinnese Om 


Fruits and vegetables._._.________- % S 0.4 : 





*Based on the BLS weekly index of prices of approximately 900 commodities 
which measures changes in the general level of primary market commodity prices. 
‘This index should be distinguished from the daily index of 28 basic materials. For 
the most part, the prices are those charged by manufacturers or producers or are 
those prevailing on commodity exchanges. The weekly index is calculated from 
@ne-day-a-week prices. It is designed as an indicator of week-to-week changes and 
should not be compared directly with the monthly index. 


Inasmuch as we were obliged to omit the Bureau’s report of 
prices since Sept. 5 (page 1322, when we gave the figures for the 
week ended Aug. 24) because of the trucking strike, in order to con- 
serve our supply of paper on hand, we annex here the weekly 


summaries of wholesale prices as made available by the Bureau 
since that date: 


“Average primary market prices declined 0.2% during the week 
ended Aug, 31, 1946, with lower prices for farm products,” said the 
Bureau of Labor Statistics of the U. S. Department of Labor, on Sept. 
5. The advices added that “at 128.2% of the 1926 average, the index 
of wholesale commodity prices prepared by the Bureau was 13.8% 
higher than before suspension of price controls at the end of June 
and 21.5% higher than at the end of the war.” 


“Average primary market prices declined 4.8% during the week 
ended Sept. 7, largely because of lower prices for livestock and 
meats following a reimposition of OPA ceilings at the end of Au- 
gust. At 122.0% of the 1926 average, the wholesale. commodity 
price index, of the Bureau of Labor Statisties, U.S. Department of 
Labor was 8.3% higher than at the end of June and 16.2% above 
a year ago.” 

“Continuing their deci 1° of the previous two weeks, average 
primary market prices dropped 0.2% during the week ended Sept. 





| ‘ ‘ } 
14, as decreases in prices for meats and fruits and vegetables. more 


than offset advances for other commodities. At 121.7% of the 1926 
average the wholesale commodity price index of the Bureau of 
Labor Statistics, U. S. Department of Labor was 8%. higher. than at 
the end of June and 16.2% above'a year ago.” 


Weekly Coal and Goke Production Statistics 


The total production of bituminous coal and lignite during the 
week ended Sept. 28, 1946, as estimated by the United States Bureau 
of Mines, was 12,600,000 net tons, an increase of 150,000 tons, or 
1.2%, over the preceding week. Output in the week ended Sept. 29, 
last year, was 11,052,000 tons. During the calendar year through 
Sept. 28, 1946, the cumulative production of soft coal was approxi- 
mately 389,676,000 net tons, which was a decrease of 11.3% when 
compared with the 439,238,000 tons produced in the comparable 
period of 1945 through Sept. 29. 

Production of Pennsylvania anthracite for the week ended Sept. 
28, 1946, as estimated by the Bureau of Mines, was 1,264,000 tons, 
a decrease of 16,000 tons (1.3%) from the preceding week. When 
compared with the output in the corresponding week of 1945 there 
was an increase of 27,000 tons, or 2.2%. The calendar year to date 
shows an increase of 9.5% when compared with the corresponding 
period of 1945. ” | 

The Bureau also reported that the estimated production of bee- 
hive coke in the United States for the week ended Sept. 28, 1946, 
showed an increase of 900 tons when compared with the output for 
the week ended Sept. 21, 1946; and was 48,000 tons more than for 
the corresponding week of ‘1945. 


ESTIMATED UNITED STATES PRODUCTION OF BITUMINOUS COAL AND LIGNITE 
(In Net Tons) 





——————_Week Ended————-_ —_Jan. 1 to Date—— 
Sept. 28, *Sept. 21, Sept. 29, +Sept. 28, Sept. 29, 
Bituminous coal and lignite— 1946 1946 1945 1946 1945 


Total, including mine fuel.. 12,600,000 12,450,000 11,052,000 389,676,000 439,238,000 
Daily average._._..-...._-_._..._ 2,100,000 2,075,00G 1,842,000 1,719,000 1,919,000 
*Revised. tSubject to current adjustment. 


ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND COKE 
(In Net Tons) 








Week Ended Calendar Year to Date 
Sept. 28, Sept. 21, Sept. 29, Sept. 28, Sept. 29, Oct. 2, 
Penn Anthracite— 1946 1946 1945 1946 1945 1937 


*Total incl. coll. fuel_ 1,264,000 1,280,000 1,237,000 44,989,000 41,073,000 38,042,000 

yCommercial produc. 1,215,000 1,231,000 1,189,000 43,254,000 39,492,000 36,140,000 
Beehive Coke— 

United States total... 114,500 113,600 66,500 3,020,100 4,318,000 2,649,200 


*Includes washery and dredge coal and coal shipped by truck from authorized 
operations. Includes colliery fuel. 


ESTIMATED WEEKLY PRODUCTION OF BITUMINOUS COAL AND LIGNITE, 
BY STATES, IN NET TONS 
(The current weekly estimates are based on railroad carloadings and river ship- 


ments and are subject to revision on receipt of monthly tonnage reports from district 
and State sources or of final annual returns from the operators.) 








Week Ended 
Sept. 21, Sept. 14, Sept. 22, 
State— 1946 1946 1945 

ESS EEA Ry 372,000 391,000 410,000 
JOR Teh Se Ie CR ae Be 7,000 7,000 5,000 
NE A aD DEEN 32,900 36,000 37,000 
ES a ae See ae 145,000 154,000 149,000 
Georgia and North Carolina___--_ * 1,000 1,000 
MR Se. SE ae ae a 1,374,000 1,420,000 1,508,000 
STII, +c exis medihtdtien cosh to aecemimumanahqnapeitec 539,000 556,000 529,000 
ee a 30,000 32,000 39,000 
Kansas and Missouri______--__--~_ 137,000 140,000 160,000 
Kentucky—Eastern_______-__--__ 1,208,000 1,161,000 988,000 
Kentucky—Western ______---_-____ 420,000 460,000 387,000 
i OTE Ce Es ET 3,0c0 28,000 32,000 
"= eee a Se 1,000 1,000 3,000 
Montana (bituminous and. lignite) 92,000 76,000 74,000 
New Mexico___________ Bs |e ara 28,000 30,000 29,000 
North and South Dakota (lignite) 68,600 62,000 46,000 
ES SS ee eee 770,060 731,000 714,090 
Oklahoma__-__- es a eviepta sn hall 44,900 51,000 _ 64,000 
Pennsylvania (bituminous)_—-- ~~ 3,690,C00 3,040,900 2,730,000 
,. | 2 130,000 142,000 141,000 
Texas (bituminous and lignite)_-_ 1,090 1,000 2,000 
Ne eS ise ailibeniniin 158,000 151,000 124,000 
_. | Jane seen 362,000 431,000 362,000 
TE nn rs 25,000 206,000 25,000 
+West Virginia—Southern__-_-~-~~ 2,310,000 2,435,000 2 082,000 
tWest Virginia—Northern_-___----~ 890,000 952,000 962,000 
to a nee 187,000 190,000 1 75,000 
$Other Western States_______-_--~- ° 1,000 
Total bituminous and lignite__~- 12,450,000 12,700,906 11,778,000 


+Includes operations on the N. & W.; C. & O.; Virginian; K. & M.; B. Cc. & G.; and 
on the B. & O. in Kanawha, Mason and Clay counties. {Rest of Siate, including the 
Panhandle District and Grant, Mineral and Tucker counties. §Includes Arizona and 
Oregon. *Less than 1,000 tons. 


Weekly Statistics of Paperboard Industry 


We give herewith latest figures received by us from the National 
Paperboard Association, Chicago, Ill., in relation to activity in the 
paperboard industry. 

The members of this Association represent 83% of the total 
industry, and its program includes a statement each week from each 
member of the orders and production. and also a figure which indi- 
cates the activity of the mill based on the time operated. These 
figures are advanced to equal 100%, so that they represent the total 
industry. 

STATISTICAL REPORT—ORDERS, PRODUCTION, MILL ACTIVITY 





Orders Unfilled Orders 
Period Received Production Remaining Percent of Activity 
1946—Week Ended Tons Tons Tons Current Cumulative 
hy Se a 2 142,001 139,693 567,068 85 06 6° 
er ae teecceipedngl 186,073 160,607 591,496 96 96 
 @ ee 136,211 161,240 567,087 98 96 
0 RR a OE 5a ae ee re 157,746 163,148 560,916 97 96 
/ See eo 166,050 166,841 558,129 98 96 
| Re, SRE oS A ae 180,587 118,542 596,425 70 95 
0 RRR SA SPEIER ASR taper 127,832 141,476 599,527 87 95 
ay Sneed Sone 149,547 158,210 588,429 94 95 
NE OF Vecsintsadaakadncaiege csincen aos 149,865 161,405 575,590 95 95 
ot RE SES eee Sere 215,730 167,192 620,354 98 95 
pS! Aes Sen. ae 156,766 163,034 610,459 96 . 
pO ile ¢ SE Se 158,304 166,363 600,674 98 98 
p | SES ae, epee ee 146,057 168,120 578,276 100 95 
OG) ee ee ae 160,074 173,064 564,299 ps pen 
acai aiaighlinctacecenee 192,978 138,189 615,865 8 
Sep. VA. pipe ngn = Semi <y 151,407 172,476 ,;, 593,213 101 re 
es Strada atin aed tated 156,822 169,143 579,500 100 95 
00. BB iio en 160,969 170,970 569,409 101 


i e less‘ production, 

NOTES—Unfilled orders of the prior week, plus orders received, 

do not necessarily equai the unfilled orders at the close. Compensation for — 

reports, orders made for or filled from stock, and other items made necessary a just- 
ments of unfilled orders. 


Result of Treasury 
7 7 . 
Bill Offering .. 

The Secretary of the Treasury 
announced on Sept. 30 that the 
tenders for $1,300,000,000 or there, 
about of 91-day Treasury bills to 
be dated Oct. 3 and to mature 
Jan. 2, which were offered 
Sept. 27, were opened at the Fed- 
eral Reserve Banks, on Sept. 30. 

Total applied for, $1,873,066,Q00. 

Total accepted, $1,301,964,000 
(includes $23,776,000 entered on 
a fixed: price basis at 99.905 and 
accepted in full). BM ee wire 

Average price, 99.905-+; equiva- 
lent rate of discount Aapproxi- 
mately 0.375% per annum, t 

Range of accepted competitive 
bids: 

High, 99.908, equivalent rate of 
discount approximately 0.364% 
per annum. 

Low, 99.905; equivalent rate of 
discount approximately 0.376% 
per annum. 

(67% of the amount bid for at 
the low price was accepted.) 

There was a maturity of a sim- 
ilar issue of bills on Oct. 3 in the 
amount of $1,307,745,000. 

With respect to the previous is- 
sue of $1,300,000,000 of 91-day 
Treasury bills dated Sept. 26, and 
maturing Dec. 26, the Treasury 
onSept. 23 disclosed these results: 

Total applied for, $1,830,960,000. 

Total accepted, $1,303,440,000 
(includes $29,970,000 entered on 
a fixed price basis of 99.905 and 
accepted in full.) , 

Average price 99.905+; equiv- 
alent rate of discount approxi- 
mately 0.375% per annum. 

Range of accepted competitive 
bids: ‘ 

High, 99.907; equivalent ‘rate of 
discount approximately 0.368% 
per annum. 

Low, 99.905, equivalent: rate of 
discount approximately 0:376% 
per annum. ; 

(68% of the amount bid for at 
the low price was accepted.) 

There was a maturity of a sim- 
ilar issue of bills on Sept. 26 in’ 
the amount of $1,305,929,000. 


Envoys Present Credentials 


President Truman, on Sept. 6, 
received Argentina’s new Ambas- 
sador to the United States, Dr. 
Oscar Ivanissevich, who praised 
the principles of his country’s 
President Juan Peron as “essen- 
tially democratic” and described 
his chief as the “first authentic 
representative of the true Argen-— 
tine people.” Presenting his let~- 
ters of credence, Dr. Ivanissevich 
stated, according to Washington 
advices to the New York “Times,” 
that his government’s objectives 
were “profoundly” based on 
Christian and humane considera- 
tions, and added: “Our collabora— 
tion with the American Union 
and with the United Nations is 
sincere and frank and will be ful- 
filled in proportion as the various 
branches of our democratic organ-— 
ization resolve the affairs sub-— 
mitted to our democratic organi- 
zation.” 

On Sept. 11, the same advices 
(New York “Times’’) -reported 
from Washington, that Norman J. 
Makin presented to President 
Truman his credentials as first 
Ambassador of Australia to the 
United States. Expressing the 
hope of his Government that the 
wartime cooperation which ex- 
isted between his country and 
America might be “preserved and 
strengthened,” Mr. Makin asserted 
that the Australian people regard 
friendship with the United States 
“no less than our fraternal asso— 
ciation in the British Common-— 
wealth and our membership in 
the United Nations, as the frame- 
work within which we, shall. seek 
to establish an ordered world so- 
ciety based on law and justice and 
respect for the rights of all na- 








tions, great and small alike.” 
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Daily Average Grude Oii Production for Week 
Ended Sept. 28, 1946, Increased 2,350 Bhis. 


The American Petroleum Institute estimates that the daily aver- 
age crude oil production for the week ended Sept. 28, 1946, was 
4,777,500 barrels, an increase of 2,350 barrels per day over the pre- 
ceding week anda gain of 420,050 barrels per day over the corre- 
sponding weck of 1945. .The daily average figure, as estimated by 
the United States Bureau of Mines as the requirement-for the month 
of September, 1946, was 4,790,000 barrels. Daily output for the four 
weeks ended Sept. 28, 1946, averaged 4,781,450 barrels. The Insti- 
tute’s statement-further adds: — 

~..Reports received from refining companies. indicate that the in- 
dustry as a whole ran to stills on a Bureau of Mines basis approxi- 
mately 4,829,000 barrels of crude @il daily and produced 14,675,000 
barrels of gasoline; 1,762,000 barrels of kerosine; 5,832,000 barrels of, 
distillate fuel, and 8,172,000 barrels of residual fuel oil during the 
week erided Sept. 28, 1946; and had in storage at the end of that week 
85,324,000 barrels of finished and unfinished gasoline; 20,808,000 bar- 
rels of *kerosine; 59,827,000. barrels of distillate fuel, and 57,657,000 
barrels of residual fuel oil. Be 


DAILY: AVERAGE CRUDE OIL. PRODUCTION (PIGURES IN BARRELS) 


State * Actual Production 


Change 4 Weeks Week 




















Calculated ables -i Ended ‘trom, Ended Ended 
Requirements Begin. Sept. 28, Previous. ..Sept:28, Sept. 2% {° 

September “Sept. 1, 1946 Week 1946 1945 
**New York-Penna.__ ~~ 49,000. . o.200 + 709 61,200- 50.980 
**West Virginia____- 8,400 8,100 — 100 8,20 638 
utheast ne 7,600 {Soee — 500 5,600 5,250. 
cen eatin > ‘ 2,600 + 100 2,400 3,200 
p IE Ee A 18,350 — 500 19,100 12,850 
/ ci eae 214,000 209,000 +. 3,500 206,900 181,800 

Hentusky —..—..-..- 31,000 31,050 — ‘2568 a, , 
a aliaiathedidlieio on ee 47,000 : 47,250 + 1,300 48,100 41,200 
bicaiinteteembanab=ie 800 t700 ia 700 900. 
a 264,000 270,000 +276,000 — 1,800 276,100 272,500 
Oklahoma -....--~-.- 386,000. 387,220 +354,850 + 1,300 361,150 391,300 

‘Texag— 

| i 19,400 isis 19,400 Birra. 
po SS ) 148,400 nies 148,600 Peace 
District FEF _____-_- 464,850 Guten 465,650 anil 
Disteict FV .___..- “= 220,000 “seaiaens 220,150 Ee 
a 41,000 ills 41,050 ee 
East Téxas___-_---- 326,000 iain 325,700 iencae 
Other Dist. VI.__- 103,550 sae 103,650 abd ocx 
District VII-B —_-- 32,850. en 32,800 inden 
District. VII-C_..--~ 27,200 Sicuate 27,200 eitaas 
District VIII______ 491,200 anid 491,150 aiid 
Districé IX... ._-__ 129,000 entities 129,150 inane 
Daseetes- SU... 35,000 pain 85,000 Phere 
Total Texas_____-- 2,120,000 $2,102,476 2,088,450 _... 2,089,500 1,780,900 
North Louisiana _-_-_-_~ - €7,350 + 250 87,050 70,850 
Coastal Louisiana____ 304,000 aadend 304,000 292,000 
Total Louisiana__-- 384,000 431,000 391,150 + 250 391,050 362,850 
Arkansas. ..-..-.. 78,000 79,969 73,250 putes 73,600 76,350 
Reet |... --- 61,000 73,000 — 1,550 73,250 52,558 
Sieber ~~~ 2,200 1,000 — 50 1,050 200 
New Mexico-So. East 100,000 106,000 99,400 ancien 99,400 94,900 
New Mexico—Other_ 450 eile 450 400 
, (CRETE 108,000 108,750 — 50 108,750 96,250 
pS ES 24,000 24,150 — 100 24,450 20,300 
Gereeeee as. 31,000 41,200 + 3,550 38,200 14,600 
CN inn <cce 655,000 §843,000 871,300 — 3,400 870,950 862,300 
Total United States 4,790,000 4,777,500 + 2,35@ 4,781,450 4,357,450 
**Pennsylvania Grade (included above)___ 65,2506 + 100 64,950 62,750 


*These are Bureau of Mines calculations of the requirements of domestic crude oil 


Offer Home Loan 
Bank Bonds NS 
An offering of $140,000,000 Fed- 
eral Home Loan Banks consol-' 
idated bonds, 1%4% series A=1948) 
non-callable, was made on Oct. 7 
by the Federal Home Loan Bank 
Administration through Everett 
Smith, Fiscal Agent of the Fed- 
eral Home Loan Banks. A nation- 
wide selling group of securities 
dealers will assist in the offering. 
The bonds, to be dated Oct. 15, 
1946 and to mature April 15, 1948, 
will. be priced at 99% %_and ac- 
erued interest. Proceeds from the 
sale of the bonds will be used to 
refund outstanding consolidated 
debentures and to provide funds 
\for the: making available of addi- 
tional credit. by the Federal Home 
Loan Banks to member institu- 
tions and fer other purposes, Con- 
solidated. debentures. amounting 
to $102,000,000 will mature -on-.Oct. 
15, 1946. The bonds are legal for 
investments by savings , in- 
surance companies, trustees and 
other fiduciaries under the laws. of 
many states. 

Federal Home Loan Banks. are 

imstrumentalities of the United 
| States and are“wnder the super- 
vision of the Federat.Hame Loan 
Bank. Administration. The Home 
Loan Bank System is country-" 
wide and includes eleven banks 
and their member institutions. 
Member institutions numbered 
3,704 on July 31, 1946. 
Total. consolidated resources of 
the banks amounted to $381,901,- 
522 and outstanding loans to 
$202,027,245 on July 31, last. Total 
loans made from the beginning 
of operations in Oct. 1932, to July 
31, 1946, amounted to $1,813,- 
854,033. 





N. Y. Comptrollers and 


Auditors to Meet 


The New York City Bank 
Comptrollers and Auditors Con- 
ference will hold its first regular 
meeting for the year 1946-1947 on. 
Tuesday evening, October 15, at 
Whyte’s Restaurant, 145. Fulton 
Street, New York, at which time 
Arthur T. Roth, Executive Vice- 
President of the Franklin Square 
National Bank, Franklin Square, 
Long Island, will address the con- 
ference. 








Revenue Freight Car Loadings During Week 
_ Ended Sept. 21, 1946, Decreased 8,116 Cars 


.,». Loading of revenue freight for the week ended Sept. 21, 1946 
totaled 899,053 cars, the Association of American Railroads an- 
nounced on Sept. 26. This was an increase of 61,760 cars or 7.4% 
above the corresponding week in 1945, and an increase of 1,170 cars 
or 0.1% above the same week in 1944. 

Loading of revenue freight for the week of Sept. 21 decreased 
8,116 cars or 0.9% below the preceding week, which in turn had 
shown an increase of 112,686 ears, or 14.2%, over the week ended 
Sept. 7, 1946 (which included the Labor Day holiday). 

Miscellaneous freight loading for the week ended Sept. 21 totaled 
388,917 cars, a decrease of 3,583 ears below the preceding week, but 
an increase af 34,615 cars above the corresponding week in 1945. 

Loading of merchandise less than ecarload lot freight totaled 
122,280 cars, an increase of 913 cars abeve the preceding week, and 
an Inerease of 14,421 cars above the corresponding week in 1945. 
Coal loading amounted to 189,123 cars, a decrease of 4,087\ cars 
below the preceeding week but an inerease of 16,756 cars above’ the 


corresponding week in 1945. 
.Grain and grain products leading totaled 48,174 cars, a decrease 







of -2, ars below the preceding week and a decrease of. 7,450 cars 
‘belowsthe, corresponding week: in 2945. In the Western Districts 
alone;"grain and grain products loading for the week of Sept. 2t 


totaled 35,498 cars, a decrease of 2,351. cars below the preceding week 
‘and a decrease of 4,690 ears below the corresponding aan in 1945. 

* Livestoek loading amounted to 19,129 ears, an inerease.of. 5,452 
‘cars above the preceding week, but a decrease of 2,599 cars below: 


‘the corresponding week in 1945.. In the Western Districts.alone load- 


ing of livestock for the week of Sept. 21 totaled 16,490 cars, an in- 
‘crease of 4,853 cars above the preceding week, but a decrease of 1,339 
‘cars below the corresponding week in 1945. ' 

Forest products loading totaled 49,478 cars, a deerease of. 3.216 
cars below the preceding week, but an increase of 8,646 ears above. 
the corresponding week in 1945. 

Ore. loading amounted to 67,530 cars, a decrease of 1,635 cars’ 
below the preceding week and a decrease of 4,824 cars below the 
corresponding week in 1945: 


Coke ae amounted to 14,422 cars, an inerease of 443 cars 
above the preceding week, and an increase of 2,195 ears above the 
corresponding week in 1945. 


All districts reported increases compared with the correspondin 
week in 1945, except the Centralwestern and Southwestern ‘ona all 
reported increases compared with 1944 except the Allegheny, Cen- 
tralwestern and Southwestern. 





1946 1945 1944 » 

SET Ae 2,883,620 3,003,655 3,158,700 
4 weeks of February-__.________________ 2,866,710 3,052,487 3,154,116 
Se OE ee er 3,982,229 4,022,088 3,916,037 
a a  ceindnisamerehianiis 2,604,552 3,377,335 3,275,846 
en EE TE $2 2,616,067 3,456,465 3,441,616 
ye BS SNR Ss I ae 4,062,911 4,366,516 4,338,886 
ea EN a 3,406,874 3,379,284 3,459,830 
ge a I lS a EE 4,478,446 4,100,512 4,473,872 
hl TSA, CI ae 794,483 729,854 825, 166. 
‘Week of Sept. 14. Lar Gist 907,169 856,101 891,486" 
Week of Bept. 22..--_--... aiauinanianae 899,053 837,293 897,883 
SE il ee 29,502,114 31,181,590 31,833,438 


The following table is a summary of the freight carloadings for 
the separate railroads and systems for the weeks ended Sept. 14 and 
Sept. 21. During the first period 86 roads showed increases when 
compared with the corresponding week of 1945, while during the 
second period 78 roads reported gains over the week ended Sept. 22, 


—~@ 1945. 



























































(after a te Ag A ome. and eng gas sere) Se upon certain REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS B 
premises ou ed in its detailed forecast for the mon of September. s requirements G 
may be supplied either from stocks.or from new production, contemplated withdrawals (NUMBER OP CARS) WEEKS ENDED SEPT. 14 AND SEPT. 21 i 
from crude oil inventories must be deducted from the Bureau’s estimated requirements . 1 
to determine the amount of new crude to be produced. In some areas the weekly inet Eases Bas. gs Reads ~~ nner sons Banded ete on een K 
estimates do, however, include small but indeterminate amounts of condensate which Railroads Total Revenue Received from Total Revenue Received Son ~. 
is mixed with crude oil in the field. ——Freight Loaded —Connections— ——Freight Loaded——- _——-Connections— b 
+Oklahoma, Kansas, Nebraska figures are for week ended 7:00 a.m., Sept. 24, 1946. Eastern Distriet— 1946 1945 1944 1946 1945 1946 1945 1944 1946 1945 M 
tPhis is the net basic allowable as of Sept. 1 calculated on 4 30-day basis and | Ann Arbor-—-~~~-~~-----------~-~-~ 339 262 302 1,459 1,275 328 302 277 1,446 1,379 iM 
includes shutdowns and exemptions for the entire month. With the exception of | Bangor & Aroostook-——------------- 1,44 1,615 1,388 398 438 1,247 1,488 1,704 331 390 , Q 
several fields which were exempted entirely and of certain other fields for which | Boston & Maine———-—----—__ eemermencouncnaen 7,323 6,688 6,712 11,714 12,339 7,366 6,983 6,799 12,746 12,472 ‘St 
shutdowns were ordered for from 6 to 9 days, the entire State was ordered shut down | CPicago, Indianapolis & Louisville___ 1,442 1,043 1,331 2,060 1,910 1,494 1,056 1,322 2,144 1,935 . St 
for 6 days, no definite dates during the month being specified; operators only being | Central Indiana—------------------- 25 35 28 , 86 41 24 30 15 41 39 Ty 
required to shut down as best suits their operating schedules or labor needed to | Central Vermont———--~------------_. 957 1,184 1,027 2,165 2,373 1,137 1,106 1,135 2,286 2,251 , oT 
operate leases, a total equivalent to 6 days shutdown time during the calendar month. | Delaware & Hudson———-——--——--—_—__ 5,429 = 4,881 4,737 10,965 10,568 5.243 4,735 4,834 11,183 10,947, W 
§$Recommendation of Conservation Committee of California Oil Producers Delaware, Lackawenna & Vetom-. 1BaS ust} 113 8.402 5,638 ‘774 1,918 8.909 8,110 8,899 . W 

” ? OD LEAD 382 283 230 267 143 401 303 308 247 162 

Detroit, Toledo & Ironton__------__- 2,640 1,622 2,093 1,225 1,096 *2,640 1,335 1,835 *1,225 1,137 

CRUDE RUNS TO STILLS; PRODUCTION OF GASOLINE; STOCKS OF FINISHED | Detroit & Toledo Shore Line____---~- 394 413 339 2,688 2,364 391 390 302 3,014 2 284 

AND UNFINISHED GASOLINE, KEROSINE, GAS OIL AND DISTILLATE FUEL AIS LOO aE Ea 13,641 11,555 13,433 15,064 14,999 12,994 11,458 13.808 15.472 14.937 
AND RESIDUAL FUEL OIL, WEEK ENDED SEPT. 28, 1946 Grand Trunk Western___--_--__---- 4,575 3,184 4,008 7,444 7,792 4,810 3,326 3,762 1783 8254 I 

: ; Lehigh & Hudson River_-.__-----~- 154 139 139 2,748 2,388 175 176 122 2571 25 

(Figures in thousands of barrels of 42 gallons each) Lehigh & New England___.__________ 2512 2,266 1,845 £1,854 1,498 2,438 2,230 2,080 17807 Toa ; 2 

Figures in this section include reported totals plus an | Lehigh Valley ____------------------ 9,242 8,509 8,629 7,435 7,840 9,051 7,995 8,571 7,841 8.365 

estimate of unreported amounts and are therefore on a/ Maine Centra]_____-.--------------- 3,071 2,908 2,408 2,717 3,378 2,971 2.585 2 348 2.903 3.079 
Bureau of Mines basis—_———_—_—____—- | Monongahela —.~.----------------~- 6,605 5,902 4,827 288 311 6,693 5,440 6,030 296 290 - V 

$Gasoline tPinish’d $Gthte. of 7G6hs. titonsede 2 .~4_4...~..._ .- ge, Cai 2,773 2,691 2,740 27 29 3,112 2,745 2,674 34 22 
% Daily Crude Runs Product’n and Stocks GasOil of New York Central Lines_.......__.-__ 51,454 48,684 52,603 50,679 46,138 54,362 47,006 51,937 52,612 47,293 é 

Refin’g __ to Stills at Ref. Unfin. of & Dist. Resid.| N. Y., N. H. & Hartford__._______-~ 10,781 9,548 8,454 14,603 14,202 10,952 9,779 9,325 14680 14116 

; Capac. Daily % Op- Inc. Nat. Gasoline Kero- Fuel Fuel | New York, Ontario & Western__--__- 851 915 1,310 2,591 2,522 991 1,059 1,147 2,625 2.377 ‘ 

Distriet— Report’g Av. erated Blended Stocks sine Oil Oil | New York, Chicago & St. Louis___--- 6,808 6,205 6,845 12,262 12,756 6,686 6,175 7,060 13.334 13329 b 
Baek.Coast ...._.._- 99.5 789 94.0 1,86¢C 21,316 9,068 22,347 11,939 | N. Y., Susquehanna & Western__-~~_- 502 365 419 1,756 1,809 392 38 492 1,890 1,785 Ir 
Appalachian— Pittsburgh & Lake Erie__..__.._.__-. 6,295 7,074 8,045 9,790 7,663 6,454 6,778 7,767 10.483 8574 p 
District No. 1____-- 76.3 99 «69.2 279 2,277 488 600 319 | Pere Marquette___--.--------------- 6,642 4,920 5,350 6,405 5,898 6,684 5,111 5,332 7,030 5,824 T 

District No. 2------ 84.7 50 = 80.6 163 778 87 143 240 | Pittsburg & Shawmut__--- a 1,261 938 1,015 34 23 1,119 830 877 37 38 
ae 87.4 769 88.4 2,694 15,393 2.987 8,681 5,286 | Pittsburg, Shawmut & Northern____- 333 187 331 190 191 334 159 301 189 251 Ic 
Okla.,. Kans., Mo._--- 78.3 386 $2.3 1,423, 8,303 1,419 3,461 1,398 | Pittsburgh & West Virginia__._----- 1,039 1,276 1,207 2,324 2,258 915 1,040 1,207 2,311 2,042 ; ‘i 

Inland Texas —-~---- 59.8 _ 221 + G7.0 949 2,653 590 608 7136 | Rutland .---._-------~----- a 459 406 378 1,257 1,342 452 160 413 1,212 1.262 
Texas Gulf Coast__._. 89.2 1,199 97.8 3,361 12,463 3,083 8,753 72,519 | Wabash —.-----—-------------------- 6,229 5,642 6,318 10,988 9,704 6,656 5,631 6,067 11,838 9.914 w 
Louisiana Gulf Coast. 97.4 350 169.0 1,982 4,269 1,731 2,990 1,793 | Wheeling & Lake Erie-_.___.____--~~ “ 6,063 5,187 5,968 3,900 3,638 5,773 4,530 6,632 4,285 4,073 - W 
No. La. & Arkansas_._ 55.9 53 46,0 146 1,466 413 475 232 pegeimpecnetieilae io $$$ fi 
Rocky Mountain— ital ie ili etd aed ch aediserieanineniaabel 169,480 153,998 162,272 195,705 187,404 172,059 150,139 164,992 203,986 191,902 = 

District No. 3_---- a 19.0 12 $2.3 37 92 15 48 39 SS $e Oo 
District No. 4--_--- 70.9 127 177.0 387 1,366 209 591 784 Allegheny District— Peery) F 
Caltiernia “—.....---- 85.5 769 177.4 2,294 15,008 798 11,130 27,373] Akron, Canton & Youngstown____ ~~ 722 609 761 1,336 1,026 687 500 740 1.455 1.014 fi 
altiquars © Ohie Soe 42,422 45,766 45,225 24,053 23,266 41,971 43,000 47,059 25,177 24.930 d 
Total U.S. B. of M. Bessemer & Lake Erie_._..._.__.______. 5,993 5,361 5,694 2,453 1,818 6,077 5,387 6,315 2,069 1944 . 
basis Sept. 26, 1946 85.8 4,829 86.9 14,675 *85,324 20,808 59,827 57,657) Cambria & Indiama____..___.________ 1.452 1492 1675 8 16 1505 1'503 1704 be we a 
Total U.S. B. of M. Ds Central R. R. of New Jersey______-- 6,999 6,389 6,200 17,519 16,716 6,681 6,753 6,872 17,914 16,453 I 

basis Sept. 21, 1946 85.8 4,785 86.1 {14,724 85,854 20,245 57,906 56,914| Cornwall ____...____.. 422 501 528 62 56 489 432 "58. B4 

U. S. B. of M. basis Cumberland & Pennsylvania_________ 185 197 209 16 18 209 204 193 11 9 
Sept. 29, 1945 3,761 --- 11,616 76,210 13,828 45,351 47,460] Ligonier Valley_.._._._...m6mmo..._ 65 86 137 11 50 50 43 ; - - oO 
*Includes unfinished gasoline stocks of 8,372,000 barrels. Includes unfinished LONG Island ——- a a 2,024 2,407 1,841 4,335 3,816 2,131 2,410 . 4,482 4,111 . 
a ie conn inedion s lnontan 4 es 7 | penn-Reading Seashore Lines_______- 2,188 2,118 1,937 1,806 2,027 2,113 1,807 1.936 9 -b 

gasoline stocks of 9,021,000 barrels. iStocks at refineries, at bulk terminals, in transit Pennsylvania System 90614 84 886 89565 60792 57.697 88.521 82335 2,075 

and in pipe lines. $In addition, there were 1,762,060 barrels of kerosine, 5,832,000 es sbecunapreate iret sige nates aide es page gyn es a). otaae *. wae or “339 69,007 62,266 59,197 

ne ie sakanten 4 ; tes Ph et a : RRS aR ORES AREAS, See 16,507 14,055 15,257 23,669 - 25,427 16,297 13,524 15.830 24.472 9 

barrels of gas oil and distillate fuel oil and 8,172,000 barrels of residual fuel oil pro- i : e ac a 70g = eon ; oe pt é ta 24,948 
wen ‘ 946. whi : 4 Union (Pittsburgh )______--_________ 19,005 15,895 18,706 6,850 5,975 19.030 16,327 18,767 7 115 : 3) 
duced during the week ended Sept. 28, 1946, which compares with 1,929,000 barrels, | western Maryland 4 062 4101 3139 10 632 10 906 3951 mh opus 7,115 5,487 d 
5,450,000 barrels and 8,168,000 barrels, respectively, in the preceding week and 1,168,000 , Se eee ‘ Pe i sistesad sre ~— 3,818 4,234 11,213 11,191 
barrels, 4,048,000 barrels and 7,254,000 barreis, respectively, in the week ended Sept. tao atari {enn74 2 Se al4 wih Whamke “Leeda! cebae fee 2 
29, 1945. {Revised in Texas Gulf area. 4 : Total a ati ane i Vi me at a ine 192,660 183,863 190,674 153,532 - 400A Reverses 178,093 195,163 158,192 150,564 b 
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porting to the National Lumbe1 
Trade Barometer were 8.7% be- 
low production for the week end- 
‘ing Sept. 28, 1946. In the same 
week new. orders of these mills 
were 6.9% below production. Un- 
filled order files of the reporting 
mills, amounted to 65% of stocks 
For reporting softwood mills, un- 
filled orders are equivalent to 25 
days’ production at the current 
rate, and gross stocks are equiva- 
lent to 37 days’ production. 

For the year-to-date, shipments 
of reporting identical mills ex- 
ceeded production by 1.6%; orders 
‘by 0.2%. 

Compared te the average corre- 
sponding week of 1935-1939, pro- 
duction of reporting mills was 
5.4% above; shipments were 4.9% 
below; orders were 3.5% below. 








stated: “The government announces that it has purchased both for- 


eign copper and lead for fourth-q 


uarter delivery. The price paid 


for copper was the figure that was named by producers when negoti- 
ations were opened about a month ago. In reference to lead, however, 


purchases were made at the market 


price obtaining at present outside 





of this country, or the equivalent® 
of 10%c per pound. The Min- 
istry of Supply advanced the 
price of tin in the British market 
to the basis of approximately 
68%2c per pound, and also raised 
its purchasing basis for concen- 
trates.” The publication further 
went on to say in part as follows: 


Copper 
The tight situation in foreign 
copper was further aggravated on 
receipt of news that Braden Cop- 





per, Chilean subsidiary of Ken- 
necott, shut down Sept. 26 be- 
cause of a strike. Demand for 
copper abroad was active, and on 
some scattered business as high 
as 17\%c, f.a.s. New York equiva- 
lent, was paid. As the week end- 
ed it was doubtful whether for- 
eign metal could be purchased for 
less than 17c. 


The government purchased | 


about 40,000 tons of foreign cop- 
per for fourth-quarter delivery 








Straits tin, 52.000c; New York 1 
St. Louis zinc, 8.250c; and silver, 
The above quotations are “E. & M. J. 


Copper, lead and zinc quotations are 
deliveries; tin quotations are for prompt 


delivered at consumers’ plants. 


the open market and is based cn sales 


For standard ingots an ecxtra 0.05c. per 


discount of 0.125¢ per pound. 

Quotations for zinc are for ordinary 
High-grade zinc delivered in the East an 
mand a premium of lic. per pound over 
not less than lc. over the “E. & M. J.”’ 
month, 











States markets, based on sales reported by producers and agencies. 
to the basis of cash, New York or St. Lovis, as noted. All prices are in cents per pound. 


refinery equivalent, Atlantic seaboard. On f.a.s. 
lighterage, etc., to arrive at the f.o.b. refinery quotation. 


Quotations for copper are for the ordinary forms of wireb 


























copper f.o.b. refinery, 14.150c; export copper, f.0.b. refinery 16.721c; 


ead, 8.250c: St. Louis lead, 8.100c; 
90.125c. 


M. & M. M’s” appraisal of the major United 
They are reduced 


based on sales for both prompt and future 
delivery only. 


In the trade, domestic copper prices are quoted on a delivered basis: that is, 
As deliv 
figures shown above are net prices at refineries on the Atlantic seaboard. 
prices in New England average 0.225c. per pound above the refinery basis. 


Effective March 14, the export quotation for copper reflects prices obtaining in 


ery charges vary with the destination, the 
Delivered 


in the fcreign market reduced to the I.o.b, 
transactions we deduct 0.075c., for 


ars and ingot bars. 
pound is charged; for slabs 0.075c. up, and 


for cakes 0.125c. up, depending on weight and dimension; for billets an extra 0.75c. 
up, depending on dimensions and quality. 


Cathodes in standard sizes are sold at a 


Prime Western brands. Contract prices for 
d Middle West in nearly all instances com- 
the current market for Prime Western but 
average for Prime Western for the previous 


Quotations for lead reflect prices obtained for common lead only. 


1859 
———Week Ended Sept. 14— Week Ended Sept. 21 : : . 
, Total Loads Pt vsialLoags | 20 the basis of 15%e, Chilean | ton, effective Sept. 26. At the .. 
Railroads Totat Revenue Received ‘rua: ? Total Revenue Ractive ireu ponte Negotiations to obtaim, this | same time the base price of tim * 
: —— oaded— ——Connections— Freight Lo ions— i +i % 
iin alli teinitia ra oo ney — — ma iit ti wded— —Coanestions<- — began early in September. | sold for export from the United 
Chesapeake & Ohio - 35,275 30,676 29,419 14,988 13,306 °34,294 28,185 29,025 15,325 13,509 ere were no new deyelop- | Kingdom has been raised from “ 
Norfolk & Western 26,112 23,023 20,868 7,100 6,389. 25,462. 20386 20,796 7,804 + — 6,976 ments in the domestic situation in | £357 to £380 10s. The British 
irginian ‘ __ 5,242 4,653 3,253 1,357 1,390 4,654 4899 3,815 1,311 1,873 | copper. The OPA has not, yet | Ministry of Supply fixed the price 
Total Acne ae 66,629 58,352 53,540 23,445 21,035 64,410. 53,470 53,636 24,440 22,358 — a me revision of premiums | paid Nigerian producers at £340 
P « eee RB stot aE AEE a AO rt A scone EN « ee AE ar ABI so ae mee shapes. —_ a ton of tin in ore, f.as. port of 
= Southern Distriet— _ Consumption of refined copper | shipment, for the first half of: 
Alabama, Te nnessee & Northern 359 435 281 42 345 335 388 368 229 323 - a ee based on sta- | 1946, and at £357 10s. for the 
¥ . P. . ee. IE, a 816 737 2, 975 i 
Atlanta, Birmingham & Coast 7 t 698 7 + i a a — “7 ~ nat <8 ~ gpm — ay sl sseond- halt of the year. The set- 
Atlantic Coast Line 13,539 11,319 11,031 8,349 9,255 12,699 9,488 11,243 8,366 © 9,283 | gee oem OF the copper indus- | tlement basis for East African 
Central of Georgia 4219 3816 3.267 4274 4095 31818 3954 31486 4/440 4/243 | *Y¥> in tons: concentrate will be adjusted to 
Charleston & Western Carolina 463 397 455 1,591. 1,354 458 348 413 1,533 1,319 1946 1945 | conform with the Nigeri 3 
Clinchfield 2,006 1,602 1,759 3,307 2,382 1,727 1,367 1,669 3,380 2,383 | January - 190,213 153,904 4 e Nigerian ‘senaee 
€olumbus & Greenville 394 307 289 283 250 411 379 323 '308 "336 | February 73,316 165,387 |Ulpe. The base price for Malayan 
Durham & Southern 155 169 136 713 749 145 167 126 782 590 | March 73,225 171,558 | concentrates beginning July 1, 
orida East Coast 944 834 163 1,270 1,225 878 859 7128 1,472  1,309| APril 86,619 147,209 1946, has been established at 
Gainesville Midland r 91 77 40 114 117 95 68 48 "94 "126 | May 93,007 131,670 | © amg eseomgpaeres PE 
Georgia______- 1,353 1,348. 1,202 2,153 2,038 1216 1,218 1,187 2,202 2,07¢| June 91,586 117,492 | £370 per ton, Penang and Singa 
Goongin o Fieside g <s3 “ 330 Z 415 ’ 624 550 37 394 474 679 "589 — 96,743 79,789 | pore smelters. oi 
ulf, Mobile & Ohio 527 534 545 4,321 5,160 4887 4680 ~ 3,77: _ * @eeacrm 119,644 104.783 iti : 
Mlinois Central System 26,266 24,944 30,519 14,554 15,055 26,420 25,738 31,893 Rpts eat September - 86,363 | a ae Reith oe for: thm; 
Louisville & Nashville 28,882 25,862 25,587 9,692 9,766 29,137 25,637 25,651 9,723 9:967 | October 108,048 | OMe market is equivalent, tq 
Macon, Dublin & Savannah 264 193 180 782 692 140 177 181 "851 "754 | November -- - 100,400 | 68.45¢e per pound. ‘ 
Mississippi Central 375 317 319 365 592 391 309 408 35 December 95,887 i i i 
Nashville, Chattanooga & St. L. 3,569 3,383 3,149 3,781 3,750 3,522 3,389 3,422 4 +5 4 pt > ———- oe quotations for Straits 
Norfolk Southern._.________ 1337 1136 21180 1.707 1,793 1.206 813 1039 1.682 1.610 Total 1,462,440 | WUality tin for shipment, in cents’ 
Piedmont Northern.________- 356 402 410 1553 1,191 439 364 418 1.702 . 1.376| » per pound, follow: fa 
Richmond, Fred. & Potomac 459 494 457 7,156 17,205 446 448 390° 7,145. 6,602 Lead Oct Nov De 
Seaboard Air Line 11,451 8,819 9,085 7893 7,656 10428 7,715 98912 8351 7178 4s Sept. 26 52.000 52.000 62.000 
Southern System cs chest 27,896 24,584 24.899 24.430 221145 27,826 23,037 23967 24257 21:910| , Negotiations by RFC to pur-|gept 27 52.000 52.000 52.000 
Tennessee Central 616 631 683 822 816 655 677 596 779 ge9 | Chase foreign lead for Oct.-Dec. | Sept. 28 __. 52.000 52.000 52.000 
Winston-Salem Southbound ___- 132 164 137 1,116 1,097 152 120 121 1,201 829 | have been conclud i Se _ 52. " . 
: sy ‘ae sana uded, and it was — 30 52.000 52.000- . 52,000 
Total _ 131,498 116,945 122,212 102,596 100,458 126,961 112852 123.340 105,249 100,781 | 1¢Vealed that some 24,000 tons Oct. 2 ~~ Seeoe 52.000 Seoee 
aegis an oe em ———————— C*r/:« UTE, obtained on the basis of | Si ee TBET te: y i ‘ 
Northwestern Distriet— 1014¢, United States ports. Chinese, or 99% tin, was un- 
. p , 
Chicago & North Western : 20,283 20,525 21,267 14,343 13,946 20,227 20,985 20,886 15,906 14,998 Domestic consumers of lead ex- | Changed at 51.125c. 
Chicago Great Western 2,232 2,800 2,460 3,347 3,470 2,187 2,676 2,542 3,513 3,484 | pect to obtain a total of close to 
Chicago, Milw., St. P. & Pac. ; 23,743 24,681 23,355 11,026 10,305 23,887 23,871 22.476 11,657 10,479| ay , Quicksilver o¥ wane 
Chicago, St. Paul, Minn. & Omaha 4218 . 3,884 3595 4,606 4,324 4420 3,801 3.755 4'566 4.386 | 9-000 tons of lead during October. , ; ; abit 
Duluth, Missabe & Iron Range 25,702 26,661 26,604 640 647 24910 25,772 25,947 460 451 | In view of the fact that permis-| The price situation in quick~ 
ee core eee nee oo; ak Ee cee - ee oe BCS aR eee the: ited quarter | Sh Le tees ae 
Ft. Dodge, Des Moines & South 593 445 410 "139 "102 504 "469 435 "151 ‘iis | Was set by CPA at a figure that Some operators believe that'Ttal~ 
Great Northern epemee 25,871 25,626 28,038. 6,876 5,656 25,677 23,811 26,928 7,054  6,044|exceeded the available supply,|ian metal has been sold here at. 
reen Bay & Western. 6 17 556 870 751 600 594 552 1,065 873 | the industry n - | concessions, but in most i ees 
Lake Superior & Ishpeming 2,251 2,135 2,661 50 125 2,208 2,746 2,177 53 86 | ducti i aa ow pee ele quotations conti d “¢ pr ) 
‘Minneapolis & St. Louis 2124 2622 2351 2,646 2,629 2169 2407 2242 2,854 2,356 | ¢UCtlon in allowable consumption inued at -206-te aa 
Minn., St. Paul & 8. S. M.- 8.567 8304 8.298 3,926 3,382 8.797 8360 7449 4192 3.455 | for the fourth-quarter period. The | Per flask. Domestie producers are 
Northern Pacific a : 13,715 13,572 12,501 4940 5,163 14,611 12,826 13.278 4,863 5,058 | error in j i ; ow 
Spokane International 213 185 184 512 612 178 232 146 555 ‘574 ~ apne by orn separ: Geneuraged over the steady ft 
Spokane, Portland & Seattle__ 2919 2,804 2,280 2,838 2,896 2,817 2,582 2,624 2,991 2,774| Many consumers to reduce their|of foreign quicksilver to,, the, 
Total. J _____..” 142,802 142,880 145,636 66,564 62,055 142,589 140.363 141.485 69.423 63,393 | MVentories of lead to a dangerous | United States, even though a’ sub 
ist, i se 5 roe lt eieemeen . Guestnianeiicccest nolo — | level. stantial proportion of the; metal 
Central Western District Sales of lead for the week to-| may again be shipped into for 
Atch., Top. & Santa Fe System 25,642 24,399 25,783 11,825 10,780 25,491 25,728 25,794 13,114 12,056| taled 3.226 tons : ket 
Alton ___ vate 3,077 3,191 3518 3,253 3,194 3.240 3/392 3.644 3.602 3,182 / — eign markets. : 
pr mea Sostngtey 2 Qu ; 21 ier 90876 «oe7T 48 587 11 042 21 8 70 o28 ° a Taat seeelnte: of lent-Seeaee — Oe 
‘ rlington incy _- 21,167 20,876 20,87 ’ ' 21,528 21,765 20,824 12,560 11,732 * j j 
Chicag¢ & Illinois Midland 3,281 3,221 2,818 840 884 3,346 3,297 3,087 933 432 serap by smelters, refiners, and| Demand for silver for -indus- 
Chicago, Rock Island & Pacific 13,296 13,123 13,176 12,862 11,862 13,043 12,988 13,288 13,062 12,432 ia] | trial pur ’ c= 
Chicago & Eastern Illinois 3,125 2,822 2,655 3,530 3,021 3,161 2,895 2,906 3,806 3,074 oftter Conqumers of such eaten : oP otic regne - hes. si 
Colorado & Southern ———- EPS 887, 932 908 1872 2153 794 919 878 1870 2.045 |in the month when price controls | tive at current prices, but other 
nver & Rio Grande Western 117 5,292 5,241 5,576 4,255 4,608 5,804 5,593 6,156 : i 
Denver & Salt Lake_____- 913 660 982 67 54 979 831 980 67 "73 | Were not in foree were large was outlets continue to absor, the 
Fort Worth & Denver City 1,094 988 1,043 1,372 1,575 1,099 849 949- 1,555 1,437| generally known in market cir- | large supplies that have become » 
Mllinois Termina! 2126 1,796 1,937 1,980 1,758 2.178 2,045 2,094 2.096 2,063 : ie : 
‘Missouri-Illinois 1456 1298 1.472 519 690 1,368 .1503 1,428 568 632 | Cles. Figures released last week | @vailable in recent months. In- 
‘Nevada Northern 1,392 1,498 1,647 129 105 1598 1.497 1,554 187 99 : i ion’ 
North Western Pacific 921 973 1,237 650 827 977 1,107 1,194 620 904 | PY the Bureau of Mines showed a ontusdé is Ge action: fiat 
Peoria & Pekin Union Fare FR SR IES . meee 0 o|that the receipts during July | is to be taken by Great Britain in 
vern Pacific (Pacific) 35, 4,837 33,5 936 946 33,653 34,302 35,092 10,829 11,987 : vores 
Toledo, Peoria & Western 321 278 0 1,738 0 280 236 0 15¢| Showed a gain of 40% over the regard to substituting _cupro~ 
A oy Pacific System $ a ey — = shy — — — mee aces record for the previous month, nickel in coinage now containing 
‘Western Pacific * 2,236 2,526 2,439 3,967 4,611 2.226 2497 2,425 3,610 4,355 | the quantity moved totaling 56,- | Silver. It was thought likely that 
Total _. 440,175 138,112 140.412 86,497 87,586 138,922 139,951 143,171 90,585 93,025|229 tons, almost 10,000 tons ow British will earmark silver 
} maepneninee ae Marte cca tch = : —_" | greater than the high established | Obtained from this eperation for 
8 re: District — : i : 
southwestern Dis rict “a ak | in October of 1945. shipment to the United States on 
Burlington-Rock Island 254 273 810 536 421 290 371 897 431 375 z P 
Gulf Coast Lines 3,768 3,663 5,440 2,591 2,306 3,594 3,473 5,299 2,737 2,193 Zine reverse Lend-Lease. Withdrawal 
International-Great Northern 2,178 2,345 2,479 3,056 3,074 2,182 2,322 2,519 2,893 3,157 of silver i = 
tK. ©. & G.-M. V.-O. C.-A.-A. 1,254 1,315 1,129 1,794 1,615 1,344 1,490 1,116 1,702 1,659 Settlement of a strike at the|_. er front cotsage, ,1F,.22* 
Kansas City Southern 3.459 3,102 5,695 2,639 | 2,911 3,373 2,754 5,512 2,637 2,888 . | viewed as a favorable develop- 
Louisiana & Arkansas 2485 2666 4355 2.273 2363 2394 2589 3.962 2)392 2.283| Tri-State properties of St. Louis 6 im eieee ee ae 
Litchfield & Madison mA 427 368 260 1.090 #1219 421 406 294 1,273 1,264 | Smelting & Refining Co. was an- ment in silver circles. . Similar 
_ Missouri & Arkansas 3 124 177 0 282 0 213 171 0 424 ; | action, it is recalled, was takén 
Missouri-Kansas-Texas Lines 5,538 5,307 5,908 4,058 3,695 5,653 5,707 6,224 4,307 3,893 | nounced Sept. 23). : 
‘Missouri Pacific 17.406 17,389 18,913 13,935 15,765 16,847 17,512 18,302 14,963 15,895 after the first World War. 
Quanah Acme & Pacific 154 153 87 203 215 126 158 121 269 178 : ‘os 
ah temie-anrensisco. ._. 9.842 9,612 10,434 7,551 8,103 9,839 10,262 10,679 8,102 8,311 : Tin : : | : Fhe New York Official quota- 
St. Louis-Southwestern 2780 2541 3.635 4.676 4,532 2.931 2.679 3.801 4,905 4.268 The price of Straits quality tin | tion for silver continued at 90%c 
Texas & New Orleans_- 9703 8,832 11,433 5,533 5,215 8.846 8,313 11,106 5,985 5,615. : : vf 
eee anes 4138 5680 5,791 6,312 4.444 4063 5958 6.375 6.571 for delivery to consumers in the|an ounce troy throughout the 
Wichita Falls & Southern. ——- = be = — = = - = > = United Kingdom has been raised | week. London reported the mar- 
PE italien to Soin ate sd ha au from £300 to £380 10s. per long | ket as unchanged at 554d. 
OE ERTS Dae 63,925 61,951 76,540 55,794 58,145 62,400 62,425 76,096 59,039 59;064 
*Previous week's figure. ¢Included in Atlantic Coast Line RR. tIncludes Kansas, Oklahoma & Gulf Ry., Midland Valley DAILY PRICES OF METALS (“E. & M. J.” QUOTATIONS) 
Ry., and Oklahoma City-Ada-Atoka Ry. —Electrolytic Copper— Straits Tin, Lead Zine 
ala alan ‘= figures revised: Dom. Refy. Exp. Refy. New York New York St. Louis St. Louis 
NOTE—Previous year's figure SS See 14.150 16.800 52.000 8.25 8.10 8.25 
Sept. 27________ 14.150 16,825 52.000 8.25 8.10 8.25 
. Sept. 28... 14.150 16.675 52.000 8.25 8.10 8.25 
Weekly Lumber Production Non-Ferrous Metals ov’ Bu C Sept. 30_-______ 14.150 16.775 52.000 8.25 8.10 2.25 
‘ hi —{ ys opper aaa 14.150 16.900 52.000 8.25 8.10 8.25 
Again Exceeds Shipments : 2 oe. %.....- 15.150 16.925 52.000 8.25 8.10 8.25 
7 jonal Lum- Lead for 4th Quarter—tTin P U.K rE 
aie ae wes RS dba greene “wed @ag ror er in rrice 1 Ui tho!) Average 14.150 16.817 52.000 8.25 8.10 8.25 
. ’ . . . . s 4 
lumber shipments of 416 mills re- “E. & M. J. Metal and Mineral Markets,” in its issue of Oct. 3, Average prices for calendar week ended Sept. 28 are: Domestic 





1860 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, October 10, 1946 





liems About Banks and Trust Companies 


{Continued from page 1850) 


graduate of Princeton University 
and Columbia Law School, is a 
practising attorney and is a co- 
partner of Robertson, Buck & 
Robertson, real estate managing 
agents. He is a member of the 
board of directors of Eastern Of- 
dices, Inc. An aviator in the U. S. 
Wavy during the war, Mr. Robert- 
son was released from active duty 
in January, 1946. 


In a drive to acquaint the pub- 
lic with counterfeit money and 
check cashing frauds, the Bronx 
County Trust Company of New 
York in cooperation with the U.S. 
Treasury Department set up a dis- 
play in their main office at 
Third Avenue and 148th St. The 
exhibit showing bogus’ versus 
genuine U. S. bills was scheduled 
for one week showing at each of 
the Bronx County Trust Com- 
pany’s nine offices. It remained at 
the main office location until 


Sept. 10. 


‘The statement of condition of 
Brooklyn Trust Company as of 
Sept. 30, showed total deposits of 
$254,809,392 and total resources of 
$272,665,009, comparing with 
$263,835,049 and $281,480,702, re- 
spectively, on June 30 last. Cash 
on hand and due from banks was 
$58,643,113 against $58,517,415 
three months ago, while holdings 
of United States Government se- 
curities were $165,473,393 against 
$176,812,865. Total loans and 
bills purchased showed an in- 
crease, being $36,161,114 against 
$32,630,826. The statement showed 
undivided profits of $1,879,897 
against. $1,614,287 at the end of 
last June. Capital and surplus 
were unchanged at $8,200,000 and 
$5,600,000, respectively. 


Lafayette National Bank of 
Brooklyn announced on Sept. 13 
the election of John A. Hartigan 
as a member of its Board of Di- 
rectors. Mr. Hartigan is a Real 
Estate Appraiser, with offices at 
391, Fulton Street, Brooklyn, and 
for many years was a director and 
Vice-President of the Flatbush 
Wational Bank. He is a member 
of many local organizations. 


The promotion of Karl Hinke 
from Assistant Vice President to 
Vice President of the Marine 
Trust Company of Buffalo, N. Y., 
Was announced on Sept. 3 by 
President Charles H. Diefendorf, 
according to the Buffalo “Evening 
News” of that date which added 
that Mr. Hinke joined the Ma- 
rine Trust Company in 1930. He 
served in the Loan & Credit De- 
partment. He was appointed As- 
sistant Treasurer in 1936. Last fall 
he was made Assistant Vice-Pres- 
ident ‘and a member of the bank’s 
Business Development Depart- 
ment. 

Ending a career of over 50 
years in Rochester banking cir- 
cles, Edward J. Meyer, Vice-Pres- 
ident of the Union Trust Com- 
pany of Rochester retired on Aug. 
31,:The Rochester “Times Union” 
from which this is learned also 
reported that Mr. Meyer began 
as a messenger for the Central 
Bank of Rochester in 1890. 


Channing H. Cox, Chairman of 
the Board of the Old Colony Trust 
Company, of Boston retired on 
Oct. 1 under the company’s re- 
tirement plan, it was announced 
on Sept. 30, it is learned from the 
Boston “Herald.” Elected Vice- 
President of the First National 
Bank in 1925 and President of the 
Old Colony Trust Company in 
1934, Mr. Cox will continue to 
serve as a director of the trust 
company, said the “Herald,” which 
also reported: 


“Other principal officers who 
will retire today include Vice- 


Presidents S. Parkman Shaw and 
Henry N. Andrews. 

“New officers named include: A. 
Stanley North, Vice-President, and 
Treasurer; E. Russell Davis, Vice- 
President, and Secretary; Charles 
Weston; Vice-President in charge 
of the public relations division; 
and Arthur L. Coburn, Jr., Vice- 
President in charge of the invest- 
ment division. 

“Newly elected Vice-Presidents 
are: Basil S. Collins, Charles F. 
Collins, John G. Cushman, Thomas 
P. Salmon, Clement C. Sawtell 
and Paul I. Wren.° 

“Newly elected Assistant Vice- 
Presidents are: John A. Blanchard, 
Chairman of the Pension Trust 
Committee; Chanler’ Bigelow, 
Earnest B. Dunstan, James J. Fag- 
giano, Augustin H. Parker, Jr., and 
James Parker.” 


Malcolm MacFarlane Scott, As- 
sistant Cashier of the Union Bank 
& Trust Company, New London, 
Conn., died on Sept. 24 at the age 
of 69. Mr. Scott, it was reported 
in Associated Press advices from 
that city appearing in the Hart- 
ford “Courant” was three times 
Mayor of New London. 


Expansion of the resources of 
the Hudson Trust Co. of Union 
City, N. J., to $70,000,000 is in- 
cluded in details of Hudson Trust’s 
purchase of controlling interest in 
the First National Bank of Union 
City, said the Newark “News” of 
Oct. 1, which stated that Clarence 
G. Meeks, President of Hudson 
Trust, announced the purchase 
yesterday in joint statement with 
William H. Hofmayer, President 
of First National. The “News” 
further said: 

“The business of the two banks 
will be consolidated, giving Hud- 
son Trust five offices. First Na- 
tional, established in 1909, main- 
tains two offices in Union City. 
These will be operated’ as 
branches of Hudson Trust, with 
present personnel maintained. 


Frederick H. Williams, retired 
Vice-President of the Half Dime 
Savings Bank of Orange, N.-J., 
and real estate man died on Sept. 
30 at the age of 94. Mr. Williams, 
it was stated in the Newark 
“News” of Oct. 1, joined the Half 
Dime Bank in 1894 as a member 
of the board of managers; he was 
appointed Secretary in 1904, and 
Vice-President in 1921, a position 
which he held until his retirement 
in December, 1941. 


The appointment of Henry E. 
Rueth as an Assistant Vice- 
President of the Community Trust 
Company of Bloomfield, N. J., was 
announced by Frank Shay, Execu- 
tive Vice-President on Sept. 27, 
according to the Newark “News.” 


On Sept. 13 a merger of the 
Morristown Trust Company and 
the American Trust Co. of Morris- 
town, N. J. became effective un- 
der the name of the Morristown 
Trust Co. The merger followed 
the ratification of the plans, by 
the stockholders of the two in- 
stitutions the preceding day. Ac- 
cording to Morristown advices in 
the Newark “News” of Sept. 13 
the merged institution will have 
capital funds exceeding $2,000,000, 
made up of capital and surplus ac- 
counts at $880,000 each and un- 
divided profits of more than $250,- 
000. Total deposits will exceed 
$20,000,000 and assets will ap- 
proximate $23,000,000. 

George Munsick, President of 
Morristown Trust Co., will head 
the merged band, and Clarence E. 
Beddow, President of American 
Trust, will be Vice-President. The 
other officers will be, it is learned 
from the Newark “News”: 

George F. Melick, Vice-Presi- 











dent and Trust Officer; Raymond 
B. Peer, Vice President and 
Treasurer; Stephen .S. Whitney, 


Secretary and Assistant Trust Of- 
ficer; Warren McVay, Charles S. 
Carrell, Frank L. Applegit and 
Edward M. Barnes, Assistant 
Secretaries and Assistant Treas- 
urers; John G. Yawger, H. Lloyd 
Wiliams, Donald E. Kyle and 
Nancye B. Staub, Assistant Secre- 
taries and Assistant Trust Offi- 
cers; Neilson A. Bertholf, Con- 
troller, and David B. Hill Assist- 
ant Treasurer. 

The American Trust Co. began 
business on Feb. 6, 1911; the 
Morristown Trust Co. opened’ for 
business on Dec. 15, 1892; the de- 
posits of the latter on June 28 
this year exceeded $16,000,000, 
while the deposits of the American 
Trust were reported this year at 
over $5,000,000. 


The statement of the Philadel- 
phia National Bank of Philadel- 
phia, Pa., for the period ended 
Sept. 30, 1946, shows deposits on 
that date of $629,124,342, consist- 
ing of $47,900,154 of U. S. Treas- 
ury deposits and $581,224,188 rep- 
resenting all other deposits. This 
compares with deposits of $705,- 
692,003 — $87,633,595 of U. S. 
Treasury deposits and $618,058,408 
covering all other deposits—re- 
ported on June 29, 1946. Total 
resources amounted to $694,124,- 
620, compared with $769,186,398; 
cash and due from banks aggre. 
gated $178,061,968, compared with 
$186,161,160; U. S. Government se- 
curities, $359,285,254, against 
$440,099,408; state, county and 
municipal securities were $12,- 
320,392, versus $13,097,392; other 
securities, $37,287,527, against 
$34,147,926; loans and discounts 
$101,492,456, compared with $91,- 
069,670. The capital stock of the 
bank and the surplus at the end 
of September both remained un- 
changed at $14,000,000 and $28,- 
000,000 respectively. Undivided 
profits were $14,356,463, compared 
with $13,611,690 at the end of 
June. 


An increase of $8,041,890 in de- 
posits other than U. S. Govern- 
ment deposits during the third 
quarter of 1946, is shown in the 
statement of condition, as of Sept. 
30, 1946, issued by Corn Exchange 
National Bank and Trust Com- 
pany of Philadelphia. Loans and 
bills discounted also showed a 
substantial gain. Total deposits as 
of Sept. 30, 1946, were $268,747,- 


261, compared to $274,996,871 as 


of June 29, 1946, with U. S. Goev- 
ernment deposits declining $14,- 
291,500. Total assets of $292,137,- 
361 included $61,459,855 cash and 
due from banks and $141,468,748 
in U. S. Government securities. 
Total capital funds of $18,538,040 
on Sept. 30, 1946 included capital 
,Sstock $5,687,500; surplus, $10,000,- 
000, and undivided profits, $2,850, 
540. Reserves totaled $1,877,208. 


Succeeding Edward T. James, 
who retired on Sept. 1, Mark J. 
Igoe was elected Cashier of the 


Pa. Mr. Igoe, who is also a Vice- 
President of the bank, becomes 
Vice-President and Cashier, ac- 
cording to the Philadelphia 
“Evening Bulletin” of Sept. 9. 


The consolidation effective Au- 
gust 31 of the First National Bank 
of Greenville, Pa. and the Green- 
ville National Bank, was an- 
nounced On Sept. 3 by the Office 
of Comptroller of the Currency. 
The merging banks, viz., the First 
National and Greenville National, 
had capitals of $175,000 and $135,- 
000 respectively. The name under 
which the consolidations went into 
effect is the First National Bank 
of Greenville, with common capi- 
tal stock of $350,000 divided into 
14,000 shares with the par value 
of $25 each, and a surplus of 
$300,000. 


In the Philadelphia “Evening 
Bulletin” of Sept. 4, it was stated 





that A. R. Griffin has been elected 
Vice President of the City Na- 


tional Bank of Philadelphia. A. D. 
Ramsay has been named Assistant 
Vice President and R. S. Abrams, 
Assistant Cashier. 


Special meetings of the stock- 
holders of the Broad Street Trust 
Company and the Mid-City Bank 
and Trust Company, both of Phil- 
adelphia, will be held on Nov. 6 to 
act on the proposed merger of the 
latter institution with the Broad 
Street Trust. Reference to the 
plans appeared in our issue of 
Aug. 22, page 1076. 


Directors of First National Bank 
of Philadelphia, Pa., voted to 
transfer $500,000 from undivided 
profits to surplus, bringing sur- 
plus to $6,500,000. Capital remains 
at $3,111,000, it was stated in the 
Philadelphia “Inquirer”. of Sept. 7. 


Depositors of the closed Penn- 
sylvania Liberty Bank & Trust 
Co., of Wilkes-Barre, Pa., were 
paid final liquidating dividend of 
5.5%, amounting to $144,750.66 on 
Sept. 4, it was reported in the 
Philadelphia “Inquirer” of Sept. 
5, which also said: “Payment, 
ninth since bank closed, will 
bring total paid to 64.5% of de- 
posit liability of $1,709,915.69. 


The Polithania State Bank of 
Pittsburgh, Pa., has become a 
member of the Federal Reserve 
System, it is announced by Presi- 
dent Ray M. Gidney of the Fed- 
eral Reserve Bank of Cleveland. 
Member banks in the Fourth 
Federal Reserve District now to- 
tal 726, compared with 715 a year 
ago, and hold approximately 85% 
of the total bank deposits in the 
district. The Reserve Bank’s an- 
nouncement also reports: 

Polithania State Bank, founded 
in 1909, is capitalized with $200,- 
000, has a surplus of $100,000 and 
deposits totaling $3,450,000. Offi- 
cers of the bank are: F. M. 





Corn Exchange National Bank & | 
Trust Company, of Philadelphia, | 


'Schrack, President and Chairman; 
| Elias Kauffeld and F. J. Kautz, 
| Vice-Presidents; Miss A. M. Sut- 
|kaitis, Cashier and Secretary; 
|S. N. Petraitis, Assistant Cashier 
'and Assistant Secretary, and J. C. 
|Woshner, Assistant Cashier. All 
officers except the last-named 
also are directors of the bank. 
Other directors are: Frank Ged- 
rem, George J. Huebner, A. S. 
Mareulaitis, George M. Miller, and 
K. J. Strawinskas. The bank is lo- 
cated at 1910 Carson St., about 
two miles from the downtown 
district in Pittsburgh’s South 
Side. 


The merger of the Union Trust 
Company and the Mellon National 
Bank, both of Pittsburgh, under 
the name of the Mellon National 
Bank & Trust Company was ap- 
proved by the stockholders of 
the two institutions on Sept 16, 
and on Sept. 23 the enlarged in- 
stitution began business under its 
new title. 

The bank, the largest in Penn- 
sylvania, will have a capital of 
$60,100,000 and surplus of $90,- 
000.000. 

Plans for the merger were noted 
in our issue of July 11, page 257 
and July 18, page 412. 


At a meeting of the Board of 
Directors of the Mercantile Trust 
Company, Baltimore, Md., on Sept. 
25, Charles S. Garland of. Alex. 
Brown & Sons was elected a di- 
rector, it is learned from the Bal- 
timore “Sun” of Sept. 26. 


All stockholders of the Lorain 
Street Bank will ultimately re- 
ceive $224.30 a share for their 
holdings in the bank, the assets of 
which were sold on Sept. 13 to 
the Cleveland Trust Co. of Cleve- 
land, Ohio, it is learned from the 
Cleveland “Plain Dealer” of Sept. 
14, whose Financial Editor, Guy 
T. Rockwell, in reporting this, in 
part, added: 

“At an all-day meeting of stock- 
holders, investment bankers and 
legal talent, the vote on the sale 








of the assets was 4,509 for and 430 
against. 

“The investment banking firm 
of Field, Richards & Co., which 
had bought and paid for 4,473 
shares (91%) of the capital stock 
of the bank at $222.50 a share, ar- 
ranged with the Cleveland Trust 
Co. to buy assets and assume lia- 
bilities of the Lorain Street Bank 
for $1,121,500, This figures $224.50 
a share and will be paid to all 
stockholders as a liquidating divi- 
dend. 

“The original offer to stock- 
holders at $222.50 a share was 
made March 20, 1946, and a com- 
mittee consisting of John R. Old- 
erman, bank President; William 
T. Melcher, a Director, and Carl 
W. Schaefer, counsel, notified 
stockholders of the offer. Direc- 
tors and stockholders of the 
Cleveland Trust Co. then ap- 
proved the purchase. 

“Business of yesterday’s meet- 
ing consisted of the vote of the 
stockholders of the West Side 
bank to sell assets to Cleveland 
Trust and with that done the bank 
was then voted into voluntary 
liquidation. President Olderman 
presided at the meeting. 

“To finally wind up the deal, 
approval of the State Superin- 
tendent of Banks is required.” 


A change, effective Sept. 3, in 
the name of the Morris Plan Bank 
of Washington, D. C., to the Cit- 
izens Bank of Washington, was 
reported on Sept. 9 by the Comp- 
troller of the Currency. 


Advancement of two officers of 
the Union Bank of Commerce of 
Cleveland, Ohio, was announced 
on Sept. 6 by John K. Thompson, 
President. They are Edward F. 
Meyers, promoted from Assistant 
Vice-President to Vice President, 
and Carl L. Beier, promoted from 
Assistant Cashier to Assistant 
Vice-President. Mr. Meyers was 
associated with the old Union 
Trust Co. from 1922 to 1932. When 
the Union Bank of Commerce was 
formed he joined the bank as As- 
sistant Cashier, being advanced to 
Assistant Vice-President in 1941. 
He is a graduate of John Marshall 
School of Law. Mr. Beier has 
been in banking since 1919, when 
he joined the staff of the Brook- 
lyn Savings & Banking Co., later 
absorbed by the Union Trust Co. 
He also became asseeiated with 
the Union Bank of Commerce up- 
on its establishment, being pro- 
— to Assistant Cashier in 

i 


H. T. (Tim) Riedeman has joined 
the staff of the Industrial National 
Bank of Chicago as a Vice-Presi- 
dent, and will be in the bank’s 
Commercial Banking Division. 
Mr. Riedeman, widely known in 
banking circles, has for the past 
20 years been associated with the 
City National Bank and Trust 
Company of Chicago. He has been 


a member of the Robert Morris 
Associates for many years, serv- 
ing as President of the Chicago 
Chapter in 1942, Chairman of the 
National Membership Committee 
for three years and is at present 
Chairman of the Research Com=- 
mittee of the national organiza- 
tion. Mr. Riedeman attended 
Northwestern University School 
of Commerce and is Treasurer of 
the Civic Association of Deerfield, 
Ill., where he resides. 


The Comptroller of the Cur- 
rency announced on Sept, 3, that. 
a national bank charter was is=— 
sued on August 30 to the First 
National Bank of Moline, Ill. The- 
capital stock of the new national 
bank consists of $500,000 in com- 
mon stock. The national bank, 
which is a conversion of the Mo-~- 
line State Trust and Savings Bank, 
will be headed by G. D. Thomp- 
son as President, who was Presi-- 
dent of the state institution. 





